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THURSDAY, JULY 21, 1955 


Unitep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 2:10 o’clock p. m., in 
room 424, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (presiding), O’Mahoney, and Langer. 

Also present: Senators Anderson, Gore, and Butler; and Arthur 
John Keeffe, assistant counsel. 

Senator Krrauver. The committee will come to order. 

Mr. Mitchell, Senator Gore is with us as of now. The other two 
members of the subcommittee, Senator Langer and Senator 
O’Mahoney, have been delayed for a short time. I will leave it with 
you and these gentlemen as to whether we want to get started now or 
whether we should wait longer for them. 

Mr. Fretps. We are at your pleasure, sir. 

Mr. Mircnen.. I think we are quite prepared to go ahead, Mr. 
Chairman, if you want to do so. 

Senator Krerauver. Very well. Yesterday, when we recessed, Mr. 
Armstrong and Mr. McDowell of the Securities and Exchange Com- 
mission were to return this afternoon. We had also asked Mr. Cook 
and Mr. Fields of the Atomic Energy Commission to come. 

This morning I ree eived a call from Mr. William ‘Timbers, the 
General Counsel of the Sec writen and Exchange Commission, saying 
that for a long time he had had an engagement in New York for 
this afternoon, and he would like to try to keep it, and asked that 
the Securities and Exchange Commission witnesses come next Tues- 
day, instead of this afternoon. 

In view of Mr. Timbers’ engagement in New York, we agreed to 
postpone their testimony until next Tuesday. They will be back 
here next Tuesday morning, or Tuesday afternoon, depending upon 
other hearings here in the committee and what arrangements we 
make with them, and we will continue questioning them next Tuesday. 

Before we start with Mr. Cook and Mr. Fields, I think I should 
say that just a little while ago I received a letter from Mr. Sherman 
Adams, which I understand has been made public at the White House. 
We are having copies made, if any member of the press doesn’t have 
acopy. After the other Senators come, and we have a short executive 
session, IT have recommendations with reference to the response to 
this letter which I wish to make to the members of the subcommittee. 

I think the action upon Mr. Adams’ letter should be made by the 
subcommittee and not boy me personally, so that I must withhold any 
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comment on the letter until I have a chance of conferring with the 
other members of the subcommittee. 
I think we might read Mr. Adams’ letter into the record at this point. 
Mr. Keeffe, will you read Mr. Adams’ letter? 
Mr. Keerre (reading) : 


WHITE Hovsse, 
ASSISTANT TO THE PRESIDENT, 
Washington, July 21, 1955. 
Hon. Estes KEFAUVER, 
United States Senate, 
Washington, D. C. 


Dear SENATOR KEFAUVER: This is in response to your letter of July 18 in 
which you inform me that the three members of the subcommittee inquiring into 
the Dixon-Yates contract decided to invite me to appear and testify. 

Mr. J. Sinclair Armstrong, Chairman of the Securities and Exchange Commis- 
sion, has already testified fully before the subcommittee on the conversation 
we had in connection with the postponement on June 13, 1955, of the hearings 
before the Commission in the application of Mississippi Valley Generating Co., 
and there is nothing that I could add to that testimony. 

In your letter you stated that the subcommittee is concerned not only with 
the postponement of those hearings, but also with any other conversations or 
conferences that I may have had with the Chairman of a quasi-judicial agency 
in connection with proceedings before that agency involving the Dixon-Yates 
matter. You further state that the subcommittee is of the opinion that any 
such conversations or conferences are not privileged and should be fully dis- 
closed. If the subcommittee is correct in its opinion on the question of privilege, 
the facts concerning any such conversations or conferences could readily be devel- 
oped by the subcommittee through the chairman of the appropriate quasi- 
judicial agency. 

Since every fact as to which I might give testimony either has been or could 
be testified to fully by other responsible Government officials, and because of 
my official and confidential relationship to the President, I respectfully decline 
the subcommittee’s invitation. 

Sincerely, 
SHERMAN ADAMS, 

Senator Kerauver. As I stated a few minutes ago, I do have specific 
recommendations to make to the subcommittee with reference to a 
response to this letter, but we will have to have a subcommittee meet- 
ing or conference with them. 

Mr. Keeffe, yesterday we referred to a case decided by the Supreme 
Court of Florida, entitled “City of Miami v. Benson (63 So. 2d 916) ,” 
which involved a conflict of interest matter between the First Boston 
Corp. and the city of Miami. 

You have made a short synopsis of that case, which we will read 
into the record at this point. 

Mr. Kererre (reading) : 


EXTRACT 


Ciry OF MIAMI v. BENSON (63 So. 2p 916), SUPREME CouRT OF FLORIDA, 
Marcu 24, 1953 


On March 11, 1952, the city commission entered into a contract with the 
First Boston Corp. by which the said corporation was employed to act as adviser 
to and to assist the city commission relating to the sewage bonds. * * * 

The bill of complaint alleged that the First Boston Corp. was employed * * * 
to act as the city’s confidential adviser to render valuable services as the agent 
of the city. * * * 

* * * On February 5, 1953, the vice president of the corporation appeared be- 
fore the commission and advised that they had tried to get the lowest possible 
interest rate for the city “as agent of the city.” He told the commission that 
it had employed his corporation to advise and assist the city in financial matters 
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and that the corporation had tied up and associated with it in the proposed 
purchase of the bonds, all of the big outstanding competitive bond houses in the 
country. He, thereupon, submitted his proposal. The vice president explained 
to the commission in detail and that they had juggled the figures “because, 
frankly, we were trying to confuse people so they couldn’t figure out what interest 
rate we used.” It was alleged in the bill of complaint that this juggling of 
figures admittedly to confuse other bond-buying houses prevented the city of 
Miami from having any knowledge of the interest rate they would be called 
upon to pay on the bonds, and that this confusion for the purpose of not permit- 
ting it to appear what profit on the resale of these bonds would be made by the 
corporation which was the agent of the city. 

The proposal submitted by the First Boston Corp. was that it would buy the 
bonds from the city at a private sale for a negotiated price and a negotiated 
interest rate. The city commission by a vote of 3 to 2 contracted to sell these 
bonds to its adviser employee and agent the First Boston Corp. The suit was 
brought to enjoin the consummation of the sale. 

* * * In this case there can be no question that the city commissioners, in 
their official capacity, were the trustees for all of the taxpayers and citizens of 
Miami; that they employed the First Boston Corp. as their agent or employee 
to assist * * * them in obtaining the highest price for the bonds with the lowest 
interest rate; that the city commission * * * had the right and power to sell 
the bonds at private sale; that there was no special statutory authority for the 
city commission to sell such bonds to their agent, adviser, or employee, and if the 
agent entered into negotiations to purchase the said bonds from the city, then 
the agent, adviser, or employee, as the representative of the city, would be under 
a duty or obligation to sell the bonds at the highest practical price and lowest 
practical interest rate, and representing itself and being in the business for profit, 
its motive would naturally be to sell the bonds at the lowest practical price and 
at the highest practical interest rate. 

A contract which would bind the city to sell its bonds to its agent, adviser, or 
employee is contrary to public policy and the proposal by the agent, adviser, and 
employee to buy such bonds and the acceptance thereof by the city commission 
and the agreement to deliver the said bonds and consummate the sale were all 
contrary to public policy and, therefore, void. 

* * *“Tt is difficult for any man to serve two masters.” * * * That is a funda- 
mental doctrine which the experience of many generations of men has woven 
into the fabric of their municipal law. 

* * * It is stated that the bill of complaint does not allege that any specific 
statute was violated by reason of these contracts. As heretofore pointed out, 
a specific statute declaring what is the public policy of a state is not necessary. 

The bill of complaint alleges in no uncertain terms the relationship and in- 
terest of the parties in the case and that the contracts in question are con- 
trary to public policy. A statute is merely declaratory of the public policy * * * 
at the common law contracts in which officers or employees of a city have a per- 
sonal interest are void and statutes are merely declaratory * * *. Section 
839.07 Federal Supplement declares it to be unlawful for any officer of the State 
or county or * * * city to be in anywise interested in a contract “for the per- 
formance of any other public work in which the said officer was a party.” This 
court has frequently held that the word “officer” in this connection includes 
employees, advisers, or agents of the officers. Bond trustees were not officers, 
but they are included within the prohibition of the statute. 

* * * Tt is urged by the petitioners that if the relief is granted, greater in- 
jury would accrue to the city than to the respondents * * *, This is the 
equivalent of saying that a good purpose is to be served, and, therefore, the 
law or the public policy and the law should be condoned or approved. This 
is a dangerous doctrine. * * * 

* * * Having reached the conclusion which we have, it is unnecessary to dis- 
cuss any other questions. The contract in question, that is, the acceptance by 
the city of the proposal made by its agent, employee, or adviser to purchase 
the bonds is contrary to public policy and is, therefore, void. 


Senator Krravver. We are very glad to have Senator Anderson, 
chairman of the joint committee, present. 
We have with us today Mr. Richard W. Cook and Mr. Kenneth 


Fields. They are accompanied by Mr. Mitchell, the General Counsel 
for the Atomic Energy Commission. 
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Mr. Cook, will you and Mr. Fields stand ? 

Do you solemnly swear the testimony you give this committee will 
be the whole truth, so help you God? 

Mr. Fiexps. I do. 

Mr. Cook. I do. 


STATEMENT OF WILLIAM MITCHELL, GENERAL COUNSEL, ATOMIC 
ENERGY COMMISSION 


Senator Kerauver. What is your first name, Mr. Mitchell ? 

Mr. MircnHetyt. William Mitchell. 

Senator Kerauver. By the way, Mr. Mitchell, were you here on 
Saturday, June 11, in town? 

Mr. Mircue ty. I think so, sir. I would have to check my calendar 
to be sure. 

Senator Kerauver. Did you ever have any idea of going over specifi- 
cally for the purpose of intervening in the case of Mississippi Valley 
Generating Co., State of Tennessee, et al., before the SHC, for the 
purpose of objec ting to the testimony of Mr. Adolphe W: enzell ? 

Mr. Mrrcnetyi. You are referring now, sir, to the hearings before 
the SEC last spring, are you ? 

Senator Kerauver. T hat’s right, sir. This came up, whether you 
were going to testify on June 13 of this year before the SEC in the 
proceedings in connection with the bonds. You are the General Coun- 
sel for the Atomic Energy Commission, are you not ? 

Mr. Mircnenn. Yes, sir; I am. 

Senator Krerauver. Did you have any intention of going over and 
intervening in that proceeding for the purpose of objecting to the tes- 
timony of Mr. Adolphe Wenzell ? 

Mr. Mrrcuety. No, sir; not to my recollection. 

Senator Krrauver. Did you ask the White House, or Mr. Sherman 
Adams to ask for a recess or a continuation of that hearing for a few 
days for the purpose of enabling the AEC to have attorneys go over 
and object to his testimony, or intervene in the case? 

Mr. Mircnett. Normally, Senator, I would have some hesitation 
about testifying as to conversations with anybody in the White House, 
but since Mr. Armstrong has already testified on this subject, I think 
I am free to say that I h: nd no such conversations. 

Senator Krravver. Do you have a substantial legal staff at the 
Atomic Energy Commission ? 

Mr. Mircnetu. Yes, sir; I do. 

Senator Krerauver. How many lawyers do you have presently ? 

Mr. Mitrcne.. In the Washington office there are 18, sir, including 
niyself. 

Senator Keravver. And Mr. George Leonard is one of your attor- 
neys ? 

Mr. Mircuety. No, sir. 

Senator Krravuver. Which one of your attorneys was it that went 
over and sat in during part of the equity proceedings before the 
Securities and Exchange Commission ? 

Mr. Mitcuey. That was Mr. James Morrison. 

Senator Kreravver. He was familiar with this proceeding before 
the SEC, was he not? 

Mr. Mircuetu. Yes, sir. 





POWER POLICY 679 


Mr. Keerre. Senator, we checked with Mr. Morrison. Mr. Mor- 
rison was in town on June 11. 

Senator Kerauver. And your lawyers at the AEC, the Atomic 
Energy Commission, feel that you are competent to file motions or 
make applications for the purpose of getting your —— in to repre- 
sent the interest of the Atomic Energy “Commission 

Mr. Mrrcuett. Yes, sir. We did appear specially in the proceed- 
ings. We didn’t intervene as a party. 

Senator Krerauver. You appeared especially when Mr. Cook testi- 
fied, did you not? 

Mr. Mircnetyu. Yes, sir; we did. 

Senator Krrauver. And you made your application to the hear- 
ing—no, that was before the whole Commission, but there isn’t any 
trouble in going over to appear especially when some witness is going 
to testify, is there? 

Mr. Mrrcuexu. I would assume not, no, sir. 

Senator Kerauver. And you didn’t know anything about this 
elleged fact that the White House wanted a couple of continuations 
to see whether some Government lawyers might want to appear to 
object to Mr. Wenzell’s testimony ¢ 

Mr. Mrrcnett. I didn’t, myself, sir. 

Senator Kerauver. It wasn’t taken up with you at all? 

Mr. Mircuety. No, sir. 

Mr. Kerrre. Did I understand you correctly, Mr. Mitchell, to say 
the Atomic Energy Commission was never a party before the SEC in 
either proceeding ? 

Mr. Mircue... We didn’t become a full party, Mr. Keeffe. 

Mr. Keerre. I know you had an observer there. 

Mr. Mircnetn. We observed and we intervened for certain pur- 
poses, for certain limited purposes. 

Mr. Krerrr. Do you remember what they were? 

Mr. Mircnets. We appeared for the purpose of presenting our 
legal views on the validity of the contract. To the best of my 
recollection, that was the extent of our appearance. 

We also did appear especially when Mr. Cook was called to testify. 
I think those are the only two purposes. 

Senator Kerauver. Mr. Mitchell, did you attend the meeting at the 
AEC on August 3, 1954, at which time Mr. Demmler, Chairman of 
the Securities and Exchange Commission, and Mr. Armstrong, the 
other member of the Commission, came over to discuss with Mr. 
Campbell and others of the AEC the provisions of the holding com- 
pany law? 

Mr. Mircnei. Yes, sir; I did. 

Senator Kerauver. You were there at that meeting? 

Mr. Mircneyi. Yes, sir. 

Senator Kerauver. Mr. McDowell from the SEC was there, too ? 

Mr. Mircueni. I would have to refresh my recollection on that, sir. 
I know that I went to that meeting, and I can’t remember now precisely 
who the others were. 

Senator Krravuver. I hate to digress from the testimony of these 
other witnesses, but this is an important matter for our hearing. 

Just what was the purpose of that meeting, and what took place 
with reference to it, Mr. Mitchell? You remember the meeting 
specifically, don’t you? 
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Mr. Mircnevy. Yes, sir; Ido. Again I hesitate to— 

Senator Krerauver. Well, Mr. Armstrong has testified about it, so 
there isn’t any secret about the meeting. 

Mr. Mircuetyz. All right, sir. 

Well, to the best of my recollection, the meeting was concerned with 
preliminary discussion of what questions might arise under the Hold- 
ing Company Act in connection with the application by the Mississippi 
Valley Generating Co. for the necessary regulatory approvals under 
the contract. 

Senator Kerauver. Well, was it how the plans should be gotten up 
and presented to the Securities and Exchange Commission so as to 
secure the approval of that Commission to the equity and bond 
financing ? 

Mr. Mircuetz. No, sir. As I remember it, it took rather the form 
of what questions would arise in connection with the SEC hearing on 
the matter, not how it should be presented, but what questions would 
be posed to the Securities and Exchange Commission in connection 
with it. 

Senator Kerauver. Just how was the Atomic Energy Commission 
interested in that? 

Mr. Mircueu. It is our contract, Senator, and as I recollect it, the 
SEC felt that we should be informed as to what questions might 
occur in connection with their handling of the matter. 

Senator Kerauver. The SEC should be informed as to what ques- 
tions might come up in connection with the SEC hearing on the 
financing provisions of that contract, and they were there for the 
purpose of informing you what questions might come up so that you 
could be prepared to meet them ? 

Mr. Mircuenyt. They didn’t put it, as I remember it, quite in that 
context. As I remember it, they were simply saying to us, “These 
are the questions with which we are going to be presented. This is 
the contract, and we want you to understand it.” 

Senator Krerauver. That is, under the law these objections might 
come up to approval by the SEC about this financing, and “We want 
you to be acquainted with them.” 

Mr. Mircney. I would say “question,” Senator, rather than 
“objections.” 

Senator Kerauver. Well, anyway, questions or issues, whatever it 
might be. 

Mr. Mircueu. Yes, sir; that’s right. 

Senator Kerauver. And that was a valuable conference to the AEC. 

Mr. Mircnetu. It was valuable in the sense that it kept us posted 
on what was occurring and what might occur in the future. 

Senator Krrauver. It enabled you to anticipate the issues that 
might be raised. 

Mr. Mitrcuetuy. I think our feeling, Mr. Chairman, was that there 
were issues which the SEC would have to decide, that we weren’t 
competent in this field, and that this was simply by way of information 
to us. 

Senator Keravver. I say it enabled you to have information about 
the thinking of the SEC on the various issues that might be raised in 
connection with that proceeding. 

Mr. Mrrcue.u. Yes, sir. 

Senator Keravver. Is that correct ? 
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Mr. Mircuetu. Yes, sir. 

Senator Kerauver. And in that conference it was particularly 
stressed, I suppose, that some explanation would have to be made of 
the fact that there is so much capital financing, 95 percent, and only 
5 percent equity financing, and that the issue would have to be pre- 
sented substantially on the basis as presented in the OVEC and EEI 
proceedings, is that correct ? 

Mr. Mrrcuet.t. Why, certainly, the question, sir, of the debt-equity 
ratio was raised. I don’t remember now whether there was specific 
reference at the time to OVEC and EEI. There may or may not have 
been. 

Senator Krrauver. Mr. Armstrong testified that they had the 
opinions of the SEC in the OVEC and EEI cases there, and that 
they were referred to, and that it was brought out that these would be 
the guiding decisions on the Dixon- Yates matter also. 

Mr. Mrrcuety. I am sure that is correct, and I haven’t refreshed 
myself on it, sir. 

Senator Kerauver. And do you recall also that it was brought out 
by the SEC people, or brought out at the conference, that the national 
defense aspect of the matter would have to be stressed in the Dixon- 
Yates proposal ? 

Mr. Mircnety. Yes, sir; to that extent, of course, the AEC would 
play a part in the consideration by the SEC. 

Senator Kerauver. That is, that the power was for the Atomic 
Energy Commission, AEC played a part. 

Mr. Mircuett. Yes, sir; that is true. 

Senator Keravuver. So to try to put it on all fours with the OVEC 
and EEI cases. 

Mr. Mircueui. I would say that it would then become comparable to 
those two, yes, sir. 

Senator Krrauver. Now, Mr. Cook was there at that meeting, was 
he not? 

Mr. Mrrcuett. I think I would prefer to ask him to speak to that. 
As I say, sir, I haven’t refershed myself. I don’t macht, se precisely 
who was there. 

Senator Keravver. Very well. Let’s then get the background of 
Mr. Fields and Mr. Cook. 


Now, Mr. Fields, you are the General Manager—is that your title? 


TESTIMONY OF KENNETH E. FIELDS, GENERAL MANAGER, ATOMIC 
ENERGY COMMISSION; AND RICHARD W. COOK, DEPUTY GEN- 
ERAL MANAGER, ATOMIC ENERGY COMMISSION 


Mr. Fierps. That is correct, sir. I believe your committee, sir, 
should be aware that I was appointed General Manager on May 1, 
1955, and prior to that date had nothing to do whatsoever with the 
Dixon- Yates matter or the Mississippi Valley Generating Co. contract. 

Senator Krravuver. You were not in the Atomic Energy Commis- 
sion ? 

Mr. Fietps. I was in the Atomic Energy Commission as the Direc- 
tor of Military Applications, a division of the Commission, sir. 

Senator ANpERsON. You were in the West a good deal of the time, 
were you not? 
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Mr. Fieups. Yes, sir; I was in the West a good deal of the time. My 
responsibilities had to do with the supervision of the weapons-develop- 
ment program. 

Senator Krrauver. You area general, or were ? 

Mr. Fretps. I was retired on the 30th of April from the Army, sir; 
and I assumed the post as General Manager on the 1st of May. 

Senator Kerauver. You succeeded General Nichols? 

Mr. Fretps. General Nichols, who had been General Manager prior 
to that. 

Senator Keravver. So transactions that took place prior to May 1 
you have no personal knowledge of, only by what you found out since 
or by the records that you have seen ? 

Mr. Frevps. That is correct, sir. 

Senator Keravver. Mr. Cook, what is your position with the Atomic 
Energy Commission ? 

Mr. Cook. Deputy General Manager. 

Senator Keravver. And you are Mr. Fields’ deputy, is that correct ? 

Mr. Frenps. That is correct, sir. 

Senator Kreravver. Mr. Cook, when did you come with the Atomic 
Energy Commission ? 

Mr. Cook. T have been in the program since July of 1944 with the 
Manhattan District, coming with the Commission in 1947 when I—— 

Senator Keravver. I did not understand. 

Mr. Coox. Coming with the Commission in 1947 when I reverted 
from an active status in the Army to an inactive status. 

Senator Keravver. Was 1947 the beginning of the Commission ? 

Mr. Cook. Yes, sir. 

Senator Krravver. So you have been with the Commission since it 
was created / 

Mr. Cook. Yes, sir. 

Senator Krrauver. And what positions have you held with the 
Commission since it was created in 1947? 

Mr. Coox. Deputy field manager of operations at Oak Ridge; dep- 
uty manager of the Oak Ridge operations; manager of Oak Ridge 
operations, Director of Production, Atoniic Energy Commission in 
Washington: Assistant General Manager for Manufacturing in Wash- 
ington, and Deputy General Manager. 

Senator Krerauver. When did you become Deputy General Man- 
ager ? 

Mr. Cook. Some time last year, sir. 

Senator Kerauver. Early in 1945? 

Mr. Coox. I mean, late last year. 

Senator Kerauver. Late in 1954? 

Mr. Cook. Yes, sir. 

Senator ANperson. Would it be about October? 

Mr. Coon. Yes, sir. 

Senator Anprerson. Well, prior to October 1954, did you have famil- 
larity with the so-called Dixon- Yates contract? 

Mr. Coox. I did. 

Senator Anperson. And I believe you have been in the matter of 
negotiations and arrangements about it and all of the things that 
have taken place in connection with it, or most of them ? 

Mr. Coox. That’s right. 








POWER POLICY 683 


Mr. Keerre. Senator, could we have the rank of both Mr. Fields 
and Mr. Cook on retirement from the Army ¢ 

Mr. Fiexps. I was a brigadier general, sir, in the Army. 

Mr. Coox. I did not retire, sir. I resigned as a colonel. 

Senator Krrauver. Now, we have received a letter here from Mr. 
Fields dated July 21. 

Mr. Keerre. It came at approximately 10:30 this morning to your 
office, Senator. 

Senator Kerauver. And before we start the examination, Mr. Fields 
and Mr. Cook, I think in view of this letter that I should read the 
statement as to where we are in this proceeding. 

Yesterday I announced that this subcommittee was experiencing 
great difficulty in obtaining certain documents from the AEC which 
were relevant to this inquiry. The request for various documents 
7 made last Saturday by telephone by Mr. Keeffe to the AEC and 

by letter of Monday morning to Mr. Fields from me, and since that 
time we were promised each “di ay that the documents would be made 
available after some modifications which we were advised the Com- 
mission wanted to make. 

As late as yesterday afternoon we were advised that the documents 
might be expected sometime this morning. At 10:30 this morning I 
received a letter from K. EK. Fields, general manager, Atomic Energy 
Commission, in which he advised among other things that the docu- 
ments we asked for were “privileged communications within the 
executive branch,” and that the Commission had instructed him to 
respectfully decline to comply with our request. 

In a moment I will have the full text of his letter read into the 
record, but there are 2 things I should like to refer to first: 1, the 
fact that on April 8, 1954, General Nichols, who at that time was 
general manager of the Atomic Energy Commission, advised Mr. 
Wenzell that the Dixon- Yates people were getting “within the range 
of possible discussion” hence General Nichols asked Mr. Wenzell to 
encourage the Dixon-Yates people to come up with a proposal that 
was based upon a fixed price for the construction of the new facilities. 

This statement by Mr. Fields in the letter we received this morn- 
ing is most interesting and revealing when one considers the testimony 
which was given by Mr. Wenzell and other representatives of the 
First Boston Corp. that Mr. Wenzell’s only concern with the Dixon- 
Yates matter was “cost of money.” 

If Mr. Wenzell’s interest in the Dixon- Yates deal was so limited, 
why should General Nichols, the general manager of the Atomic 
Energy Commission, suggest to Mr. Wenzell that he encourage the 
Dixon-Yates people to come up with a proposal? The second item 
I want to mention is the statement in Mr. Fields’ letter that Mr. Wen- 
zell and Mr. Miller were not included in the chronology because it was 
in accordance with the practice the Bureau of the Budget said they 
were going to follow of only including the principals. 

This is a curious statement for two reasons: One, it would appear 
that the Atomic Energy Commission is suggesting that the Bureau 
of the Budget was to blame for the omissions; second, the Atomic 
Energy Commission chronology includes the names of many — 
viduals who were not principals and many individuals who had : 
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much smaller part in the development of the Dixon- Yates deal than 
did Mr. Wenzell. In addition, Mr. Fields’ letter states and I quote— 


since neither one of them participated in any degree whatsoever in the negoti- 
ations leading to the present contract which developed from the April 10 pro- 
posal from Messrs. Dixon and Yates, their names were not included. 


Now this is a curious refinement and we are now apparently in- 
volved in a situation where the Atomic Energy Commission is itself 
admitting that it is concealing the true facts. 

The Atomic Energy Commission and the Bureau of the Budget 
chronologies included a number of names of individuals who had 


no part in the negotiations of the contract subsequent to the proposal 
of April 10. 


This explanation will not hold water and the Atomic Energy Com- 
mission is once again groping for a way out of the dilemma. Appar- 


ently the Commission is prepared to use any method to accomplish this 
purpose. 


Now, the letter is rather brief, and I am going to ask Mr. Keeffe to 
read the letter that we have just received into the record : 
Mr. Kerrre (reading) : 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington, D. C., July 21, 1955. 
Hon. Estes KEFAUVER, 
United States Senate. 

DEAR SENATOR KEFAUVER: This is in reply to your letter of July 18, 1955, re- 
questing certain documents with respect to the Dixon-Yates matter. 

The documents to which you refer constitute internal working papers within 
the Commission and reflect staff discussions prior to final action. They do not 
constitute official actions by a Government agency or a Government official. 
I hope you will appreciate, therefore, that they constitute privileged communica- 
tions within the executive branch under the well-recognized doctrine of separa- 
tion of powers, a principle which was recently reiterated by the President. Un- 
der the circumstances, therefore, the Commission has instructed me to advise 
you that we must respectfully decline to comply with your request. 

However, I can provide you with information on Adolphe H. Wenzell and 
Paul L. Miller of the First Boston Corp. that has previously been furnished 
by the Joint Committee on Atomic Energy. 

The AEC visitor record is summarized as follows: 

January 18, 1954 (2:10 p. m.-3: 04 p. m.): Adolphe H. Wenzell visited John 
MacKenzie. 

January 10, 1954 (4:11 p .m.—5: 25 p. m.) : Adolphe H. Wenzell visited Walter 
Williams. 

January 19, 1954 (4:11 p. m-—5:25 p.m.): Paul L. Miller visited Walter 
Williams. 

January 20, 1954 (10:50 a. m.—4:10 p. m.) : Adolphe H. Wenzell visited Wal- 
ter Williams. 

January 20, 1954 (10:50 a. m.-4:10 p. m.): Paul L. Miller visited Walter 
Williams. 

February 8, 1954 (3:53 p. m.4:55 p. m.): Adolphe H. Wenzell visited Mr. 
Nichols. 

February 23, 1954 (12:32 p. m—1:14 p. m.): Adolphe H. Wenzell visited Mr. 
Nichols. 

April 3, 1954 (12:29 p. m-1:26 p. m.): Adolphe H. Wenzell visited Mr. 
Nichols. 

With respect to the above visits, a search of the records indicates, 

(a) Mr. L. L. Strauss in his statement of July 13 before the Joint Com- 
mittee on Atomic Energy covered the visit of Mr. Wenzell on January 18, 1954. 

(bo) January 19, 1954: Mr. Williams met with Mr. Wenzell, Mr. Miller, Mr. 
MacKenzie, and Mr. Cook to inform Mr. Wenzell of the substance of the dis- 
cussions with Mr. McAfee and Mr. Dixon. 

(c) January 20, 1954: Mr. Wenzell and Mr. Miller attended the meeting in 
AEC building on this date. 
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(d) January 20, 1954: Mr. Wenzell and Mr. Miller attended the meeting at 
the Bureau of the Budget on this date. 

(e) February 8 and February 23, 1954: There is no record other than the 
visitor record of the visit of Mr. Wenzell. 

(f) April 3, 1954: Mr. Wenzell was advised by Mr. Nichols that it appeared that 
the Dixon-Yates people were now getting within the range of possible discussion 
and suggested that Mr. Wenzell encourage the Dixon-Yates group to refine their 
figures and come up with a proposal that was based upon a fixed price for the con- 
struction of the new facilities and would spell out clearly the basis on which 
the demand and energy charges were calculated including the base and escala- 
tion provisions for labor and fuel as well as the proposed cancellation provisions. 
He indicated he thought the Commission could not consider a proposal that was 
not firm as to capital cost nor with cancellation provisions that were not com- 


pletely justifiable. He pointed out that he would be very glad to meet with 
Adams— 


and after the word “Adams” there is an asterisk and at the bottom of 
the page it appears: 


* Mr. Francis L. Adams, Director of Power Division, Federal Power Commis- 
sion, acting as a consultant to the BOB. 


Senator Kerauver. Bureau of the Budget. 
Mr. Keerre (reading) : 


* * * and the Dixon-Yates people whenever they were prepared for further 
discussions. Mr. Nichols, Mr. Cook, Mr. Wenzell attended this meeting— 


Then there appear two asterisks, and at the bottom of the page it states: 
** The search made as the result of your request disclosed this information. 
Then returning to the text of the letter: 


No attempt was made to keep a precise record of the conferences that eventually 
led to the Dixon-Yates contract although at the time of the preparation of the 
Sequence of Phincipal Events in Connection with Power Supply for Paducah to Re- 
place Power Now Being Furnished by TVA, our effort was to assure that every 
principal meeting that could be recalled was recorded. In this regard, draft 
copies of the proposed AEC issuance were exchanged with the Bureau of the 
Budget to try to assure that any meetings in which the principals were involved 
were covered. The question arose as to whether or not Mr. Wenzell’s or Mr. 
Miller’s name should be included. Since neither one of them participated in any 
degree whatsoever in the negotiations leading to the present contract which 
developed from the April 10 proposal from Messrs. Dixon and Yates, their names 
were not included, in accordance with the practice the Bureau of the Budget said 
they were going to follow of only including the principals concerned in the matter 
in their chronology and which the Bureau recommended to the AEC. 

The visitor record shows that Mr. Wenzell’s last visit was on April 3, 1954. The 
proposal from Messrs. Dixon and Yates which formed the basis for discussions 
leading to a definitive contract was dated April 10 and was received by the AEC 
April 12, 1954. 

The analysis of the April 10 proposal from Dixon-Yates was submitted to BOB 
on April 18, 1954. On June 16, 1954, the BOB transmitted to the Commission the 
instructions of the President to proceed with the negotiations with the view of 
signing a definitive contract. On June 30, 1954, the Commission authorized the 
staff to proceed with negotiations. 

I sincerely hope that the above information is responsive to the questions that 
you raised in your letter of July 18, 1955. 

Very truly yours, 
K. E. Frevps, General Manager. 


Mr. Frevps. Mr. Chairman, may I add something to the letter? 

Senator Keravver. Yes, indeed, Mr. Fields. 

Mr. Frevps. At the Commission meeting this morning when they 
instructed me to dispatch this letter, there was further discussion on 
the point that you asked as to who prepared the choronology. They 
instructed me to inform you that the chronology was : assembled by Mr. 
Richard W. Cook, Deputy General Manager from documents within 
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the Commission. They did not wish to delay the delivery of the letter 
in order to include that in the letter, however. 

Senator Kerauver. Let me see if I get this straight. They did not 
wish to delay the delivery of the letter? 

Mr. Fretps. They considered the letter this morning at 10 o’clock, 
as I recall, or a quarter to 10, the letter that was actually signed and 
delivered to you, sir. 

Senator Kerauver. What you wanted to say was Mr. Richard W. 
Cook was the one who prepared the chronology. 

Mr. Fretps. That is correct, sir. ‘They instructed me to inform you 
of that, but they did not wish to have the letter retyped, which they 
then considered. 

Senator Keravuver. I want to ask just 1 or 2 preliminary questions. 

Senator Anderson ? 

Senator Anperson. I wanted to ask General Fields, this is signed by 
vou, is it your document or was there a long meeting last night to 
prepare it? 

Mr. Fretps. There have been 2 or 3 meetings of the Commission 
on this document, sir. 

Senator Anperson. I ask you that because the paragraph headed 
“(f)” shows that you are fully familiar with the fact that there was 
a discussion on April 3 in which Mr. Wenzell was, you used the word 
“encouraged” here—I am hopeful we will get the exact language of 
the minutes, but he was to go to Dixon- Yates, he was to talk to them 
about a fixed price for the construction of the facilities. They were 
to spell out the basis on which the demand and energy charges were 
calculated, including the base and escalation provisions for labor and 
fuel, as well as the proposed cancellation provisions, which as I tried 
to point out, ran to $40 million. 

Then in the very next paragraph of your letter you say he didn’t 
have any part init. Now, Mr. Fields, after all, didn’t he? If he was 
going to discuss the fixed price for construction—Mr. Chairman, this 
is the hardest interrogation for me, because [ have the greatest: respect 
and kindliest personal feeling for this man here. He is a very high- 
grade citizen and a wonderful man, and I am only asking you these 
because I know that you were there only when the conference agreed 
upon language, but general, you must know that if he discussed all 
these things with Dixon- Yates, including the cancellation provisions 
on which we literally spent weeks in the hearings, he was not just an 
innocent bystander; was he? 

Mr. Fretps. Well, sir, the sentence in the subsequent paragraph is a 
restatement of what I understand was the basis upon which that 
chronology was developed, and that is why the statement is in there. 

Senator Anprerson. But read the language again, General Fields. 

Mr. Frerps. He had nothing to do with the negotiation subsequent 
to April 10, sir. 

Senator Anperson. No, no. [Reading:] 


Since neither one of them participate in any degree whatsover in the nego- 
tiations leading to the present contract which developed from the April 10 
proposal. 

Now, this discussion took place on April 3, and as a result of the 
discussion on April 3, Dixon-Yates came in with a new proposal on 
April 10, and Mr. Wenzell was the negotiator with that contract. 
Would his name not have been important ? 
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Mr. Frexps. I cannot answer to that, sir, because I am not familiar 
with the circumstances of this in any way whatsoever. 

Senator Anperson. I recognize that, but it puts you in the unfor- 
tunate position of signing the letter. 

Senator Keravuver. Senator Anderson, perhaps you would like to 
ask Mr. Cook that. You are very familiar with this, and these men 
are here. We want to find out about it. 

Senator O’Manonry. May I interrupt? 

Senator ANDERSON. Sure. 

Senator O’Manoney. I don’t think you ought to drop these first 
two paragraphs so quickly—paragraph (f) and its successor. 

Senator Krrauver. By the way, Senator O'Mahoney, before you 
go over that, so we can have all the letters before us, here is a letter 
of July 21 to Senator Anderson from the Atomic Energy Commission, 
which in most respects is about the same as the one that has been read, 
but it does have a supplement there in which they undertake to add 
about 8 or 10 items to the chronology. 

Mr. Krerre (reading) : 


UNIrep STarEs ATOMIC ENERGY COMMISSION, 
Washington 25, D.C., July 21, 1955. 
Hon. CLINTON P. ANDERSON, 
Chairman, Joint Committee on Atomie Energy. 

DEAR SENATOR ANDERSON: On July 16, 1955, the Atomic Energy Commission 
received a call from Senator Kefauver’s office which was later confirmed by 
a letter from Senator Kefauver on July 18, 1955. A copy of this letter is 
enclosed for your information. 

After discussion of the letter by the Commission on July 19, 1955, a response 
was prepared to Senator Kefauver, a copy of which is also enclosed for your 
information. 

In a telephone discussion on July 18, Mr. Arthur John Keeffe indicated to 
the General Manager that the information desired particularly was that avail- 
able in the Commission records pertaining to Adolphe Wenzell and Paul Miller 
of the First Boston Corp. 

On June 29, 1955, Mr. Frank Cotter, director of security for the Joint Com 
mittee on Atomic Energy, in response to your request obtained photostats of 
cards indicating visits to the Commission of Adolphe H. Wenzell and Paul L. 
Miller of the First Boston Corp. The visits are summarized as follows: 

January 18, 1954 (2:10 p. m. to 3: 04 p.m.) : Adolphe H. Wenzell visited John 
Mackenzie. 

January 19, 1954 (4:11 p. m. to 5:25 p. m.): Adolphe H. Wenzell visited 
Walter Williams. 

January 19, 1954 (4:11 p. m. to 4:25 p. m.): Paul L. Miller visited Walter 
Williams. 

January 20, 1954 (10:50 a. m. to 4:10 p. m.): Adolphe H. Wenzell visited 
Walter Williams. 

January 20, 1954 (10:50 a. m. to 4:10 p. m.): Paul L. Miller visited Walter 
Williams. 

February 8, 1954 (3:53 p. m. to 1:55 p. m.) : Adolphe H. Wenzell visited Mr. 
Nichols, 

February 23, 1954 (12:32 p.m. to1:14p.m.): Adolphe H. Wenzell visited Mr. 
Nichols. 

April 3, 1954 (12:29 p. m. to 1:26 p. m.): Adolphe H. Wenzell visited Mr. 
Nichols. 

In response to Senator Kefauver’s letter, a review of our records was made 
Which indicates, in comparing the Sequence of principal events in connection 
with power supply for Paducah to replace power now being furnished by TVA 
which was released on Saturday, August 21, 1954, against the internal chronology 
of events, that for the above document to completely reflect all the informa- 
tion in our files, whether or not a “principal event,” it should contain the addi- 
tions or corrections shown in attachment A. 
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No attempt was made to keep a precise record of the conferences that even- 
tually led to the Dixon-Yates contract although at the time of preparation of the 
Sequence of Principal Events in Connection With Power Supply for Paducah 
To Replace Power Now Being Furnished by TVA our effort was to assure that 
every principal meeting that could be recalled was recorded. In this regard 
draft copies of the proposed AEC issuance were exchanged with the Bureau of 
the Budget to try to assure that any meetings in which the principals were in- 
volved were covered. As can be seen from items listed in attachment A, items 
which were considered unimportant were not included. In addition, the ques- 
tion arose as to whether or not Mr. Wenzell’s or Mr. Miller’s name should be 
included. Since neither one of them participated in any degree whatsoever in 
the negotiations leading to the present contract which developed from the April 
10 proposal from Messrs. Dixon and Yates, their names were not included, 
in accordance with the practice of the Bureau of the Budget said they were 
going to follow of only including the principals concerned in the matter in their 
chronology and which the Bureau recommended to the AEC. 

In my statement of July 13 before the Joint Committee on Atomic Energy, 
1 covered the viist of Mr. Wenzell on January 18. Attachment A covers his 
visits on January 19 and 20, 1954. There is no record other than the visitor 
record of his visit on February 8, 1954, and February 23, 1954. On April 3, 
1954, the date of his last visit to the Commission, the search just made as a 
result of Senator Kefauver’s letter disclosed that. on this date Mr. Wenzell was 
advised by Mr. Nichols that it appeared the Dixon-Yates people were now getting 
within the range of possible discussion and suggested that Mr. Wenzell en- 
courage the Dixon-Yates group to refine their figures and come up with a pro- 
posal that was based upon a fixed price for the construction of the new facili- 
ties and would spell out clearly the basis on which the demand and energy 
charges were calculated including the base and escalation provisions for labor 
and fuel as well as the proposed cancellation provision. He indicated he 
thought the Commission could not consider a proposal that was not firm as to 
capital cost nor with cancellation provisions that were not completely justifiable. 
He pointed out that he would be very glad to meet with Adams (Mr. Francis 
L. Adams, Director of Power Division, Federal Power Commission acting as a 
consultant to the BOB, and the Dixon-Yates people whenever they were pre- 
pared for further discussion. Mr. Nichols, Mr. Cook, and Mr. Wenzell at- 
tended this meeting. 

This letter is written to give you a complete picture concerning any questions 
that may be raised on the Sequence of Principal Events issued by the Atomic 
Energy Commission on August 21, 1954, as well as what our records reveal 
with regard to Adolphe H. Wenzell and Paul L. Miller of the First. Boston Corp. 

If any further data may be required, we shall try to furnish it. 

Sincerely yours, 
W. F. Lipsy 
(For Chairman). 
Enclosures. 
JuLy 19, 1955. 

December 2: Mr. Williams called Mr. McAfee and arranged a meeting with 
him on December 4 or 5 to discuss the interest of Electric Energy, Inc., or some 
similar corporation, in furnishing additional power to AEC. 

December 4: Mr. McAfee’s office called and reported that he would not be 
able to make the appointment on December 4 or 5, but would like to meet in 
Mr. Williams’ office on Tuesday, December 8. 

December 7: Mr. McCandless was informed that Mr. McAfee would attend a 
meeting in Mr. Williams’ office on Tuesday, December 8. 

December 9: Insert as the first sentence, Mr. Williams called Mr. McAfee and 
told him of the discussion with Mr. Strauss. 

December 11: Mr. Williams called Mr. McCandless and told him Mr. McAfee 
had been requested to write a letter indicating his interest. Mr. McCandless 
said that when the letter arrived he would like a copy to show Mr. Dodge. (Copy 
of letter attached.) 

January 6: Mr. Williams accompanied Mr. Zuckert from Commission meet- 
ing to Mr. Zuckert’s office. One of the items discussed was the letter from 
Mr. Hughes concerning the furnishing of power to AEC. Mr. Zuckert was shown 
a copy of the letter. 

January 14: Mr. Williams called Mr. McCandless and told him Mr. McAfee 
would attend a meeting on the 20th in Mr. Strauss’ office and suggested that 
Mr. McCandless and Mr. Hughes attend the meeting. Mr. McCandless indicated 
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that in all probability it would not be possible for Mr. McCandless and Mr. Hughes 
to attend the meeting. 

January 14: Mr. Williams called Mr. Strauss and told him the meeting had 
been set up for January 20, but there was considerable doubt that Mr. McCand- 
less and Mr. Hughes could attend the meeting. 

January 14: Mr. Williams called Mr. McAfee and confirmed the date of the 
meeting on January 20. 

January 19: Mr. Williams met with Mr. Wenzell, Mr. Miller, Mr. McKenzie, 
and Mr. Cook to inform Mr. Wenzell of the substance of the discussions with 
Mr. McAfee and Mr. Dixon. 

January 20: Mr. Williams received a call from Mr. McAfee’s pilot indicating 
he could not make the 11 o’clock meeting, but expected to arrive by train between 
11:30 and 12. Bad weather did not permit his arrival by air. 


January 20: The names of Mr. Wenzell and Mr. Miller should be inserted 
after Mr. Dixon’s name. 


January 20: The name of Mr. Wenzell and Mr. Miller should be inserted 
after Mr. Williams’ name. 


June 14: Meeting at White House attended by Mr. Strauss re power proposals. 
This meeting is recorded in the BOB Record of Procedure and Development of 
AEC Power Contract released on August 21, 1954. 

The entries shown for April 6, 1954, April 16, 1954, April 17, 1954, and April 
22, 1954, were not in the original chronology and were added at the time the 
principal sequence of events was prepared. 

Senator O’Manonery. I wanted to advise Mr. Fields about some of 
the facts which have preceded your interrogation today, so that you 
will understand why the committee is so much concerned about this, 
and why we feel the very integrity of our Government is based upon 
the answers that are given by yourself and other officers and employees 
of the AEC and gentlemen in the White House. 

The problem arose in 1954, and the public began to learn about it. 
This developed in such a degree that, well, Dixon- Yates became a hot 
potato, so to speak, and the President found it necessary to speak 
about it in a press conference. 

His desire was, according to his words, to see that a full disclosure 
was made to the people of the United States. 

Now, according to the New York Times of August 19, 1954, the 
President in his press conference was thus quoted. This was the Pres- 
ident’s statement. There was more quoted here than I had intended 
to quote. He was talking to the press. 

And in the United States, you know the press is entitled to the free 
exercise of its prerogative under the Constitution and the Bill of 
Rights, and because of that freedom we have developed the system of 
press conferences, from which not even the President of the United 


States is exempt, and he talks frankly about the public business, or is 
expected to. 


He said: 
Any one of you present— 


meaning the press men— 
might singly or in an investigation group go to the Bureau of the Budget, to 


the Chief of the Atomic Energy Commission and get the complete record from 
the inception of the idea to this very minute, and it is all yours. 


Now, that is what the President’s statement to the press was, and 
the press naturally assumed, and has been guided largely ever since 
in the feeling that all members of the executive branch of the Govern- 
ment would follow his direction thus given at a public press confer- 
ence, and would supply this information. 

Now, in compliance, or assumed compliance, or pretended com- 
pliance with that directive of the President given at a press confer- 
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ence, there was presented to this committee and to the Joint Committee 
on Atomic Energy a chronology of what has happened. Here was 
a pretended list, giving the names of all of the persons who partici- 
pated. It was notable in the fact that the name of Mr. Wenzell was 
omitted. It wasn’t there. 

Now, if that was done intentionally, it was obvious deceit as well 
as disobedience of the direction of the President, or else members of 
the executive branch who still continue to refuse to answer the ques- 
tions of this committee are putting the President in the position of 
making it appear that they believe he didn’t mean what he said, and 
that they can conceal from the Congress what transpired. 

So here you have paragraph (f) to which Senator Anderson has 
referred of your letter of July 21: 

April 3, 1954: Mr. Wenzell was advised by Mr. Nichols that it appeared that 
the Dixon-Yates people were now getting within the range of possible discussion 
and suggested that Mr. Wenzell encourage the Dixon-Yates group to refine their 
figures and come up with a proposal that was based upon a fixed price for the 
construction of the new facilities and would spell out clearly the basis on which 
the demand and energy charges were calculated, including the base and escalation 
provisions for labor and fuel, as well as the proposed cancellation provisions. 

And so on. Now, Mr. Wenzell testified to this committee publicly 
several days ago that when he first came down here he came as an 
adviser to the Bureau of the Budget to prepare a report; that he sub- 
mitted that report on the 13th of September 1953, and that that was 
his service. 

He testified to this committee that at the direction of Mr. Hughes, 
of the Bureau of the Budget, he went to the Atomic Energy Commis- 
sion to see the Chairman, Admiral Strauss. 

He saw Admiral Strauss, and Strauss told him to go and see Mr. 
Williams, and he registered in on that visit as a representative of the 
First Boston Corp. 

And on the very day that Mr. Wenzell was so testifying to this 
committee, Admiral Strauss was testifying to the committee of Sen- 
ator Anderson that he never knew Mr. Wenzell was anything but 
a representative of the Bureau of the Budget. And this was long 
after the report of Wenzell on the policy had been obtained. 

Senator Anprerson. He didn’t know he was a representative of the 
budget. 

Senator O’Manoney. First Boston, just the other way around. 
Thank you very much. 

Now then, in your letter you state specifically that Mr. Nichols 
suggested that Mr. Wenzell encouraged the Dixon-Yates group to 
refine their figures. Here is the 3d of April. 

Now, the letter upon which you have sought to explain the differ- 
ence between the two paragraphs in answer to Senator Anderson 
reads as follows: 

Since neither one of them— 


that is, neither Mr. Wenzell nor Mr. Miller. 


Since neither one of them participated in any degree whatsoever in the nego 
tiations leading to the present contract which developed from the April 10 
proposal from Messrs. Dixon and Yates— 


now do you wish us to construe this to mean that on the 3d of April, 
Wenzell was directed by Mr. Nichols to go to Dixon and Yates and 
talk to them about the terms of the proposal that they should make, 
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that as a result of that proposal there was a new one made on the 
10th of April, and that because Wenzell didn’t do anything after the 
10th of April, his name was omitted from the chronology of the 3d 
of April? 

Do you think that is a good explanation ? 

Mr. Fieips. No, sir. May I go back to one thing, sir? 

Senator O’Manonry. Yes, indeed. 

Mr. Frexips. The 3d of April visit does not appear in the published 
chronology published in August of 1954. 

Senator AnpEerson. May I ask you, General Fields 

Mr. Frevps. As [ understand it. 

Senator AnpERsoN. That’s right, 1t does not. 

Senator Krerauver. Let Mr. Fields finish his answer and then ask 
your question. 

Mr. Frenps. It did not appear in that chronology. It was only 
in conjunction with the search in response to the chairman’s request 
that we developed that there was information about a visit in our files 
on April 3. 

The statement in this paragraph following (f) was meant to be 
the statement that was the basis upon which that August chronology 
was prepared, more than relating to the April 3 visit, sir. 

Senator O’Manoney. In other words, what you are saying now is 
that the Commission conveniently forgot all of the instructions given 
to Mr. Wenzell to go to Dixon and Yates and to work out a new pro- 
posal because of a technicality in the question. 

Why can’t we have the clear, honest facts laid down? This presents 
itself to me, sir, and I am distressed to say that in view of the high 
reputation that you have in the mind of Senator Anderson, this 
appears to me to be merely a clever letter, designed to escape an 
honest answer to a question of a senatorial committee. 

Senator ANDERSON. Senator O'Mahoney, he has more than a good 
reputation. He has a good character, and I submit you have got the 
wrong man on questioning for that switch. The people that did it 
are the ones that are responsible. 

Senator O’Manoney. His name is signed to this. 

Senator ANDERSON. I regret that his name is signed to it. 

Senator O’MAnonrEy. May I repeat here, Mr. Chairman, what I 
said a few days ago when Mr. Armstrong, the Chairman of the Secu- 
rities and Exchange Commission, was testifying. 

The difficulty about conferences of this kind, when members of 
the White House step in, when the Chairman of the Atomic Energy 
Commission steps in and the head of the Bureau of the Budget steps 
in, the whole personnel of every bureau in the Government of the 
United States, as well as these particular individuals are intimidated 
from telling the truth, for fear that they may offend people in positions 
of power. 

Now, I stand ready as a member of this committee to defend any 
employee of the AEC or of the Bureau of the Budget who knows 
what was done and who helps to disclose it. We will protect you. 

But we would like to have the truth, and not what appears to 
be the letter of a clever lawyer trying to get around a difficult question. 

Mr. Fretps. I wish to assure you, sir, we had no intent to deliver 
a clever letter. We were attempting, it was my attempt, to present 
such information as I developed and had developed in this search. 
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I regret that it has left the implication that it apparently has in your 
mind. I would just repeat that this was supposedly the basis upon 
which the chronology was prepared. 

Senator Keravuver. Mr. Fields, may I point out that you attempt 
to excuse not mentioning Mr. Wenzell because he, you say in your 
letter, didn’t participate in the negotiations of the contract after April 
10, after the offer of April 10 was made. 

Most all your chronology deals with matters that happened before 
April 10, and if your rule here of only listing things after April 10 
is true, then the question naturally recurs why did you list all these 
things back in January and February and March? 

Mr. Fiexps. I just cannot answer that, sir. I don’t know the basis 
of how the chronology was prepared completely myself. 

Senator Keravuver. Well, you state in your letter that the basis of 
the chronology was to only list those things after the April 10 offer 
was made and the reason Mr. Wenzell was not listed was that he 
he didn’t participate in the actual negotiation of the contract after 
the April 10 offer was made, and you say he shouldn’t have been 
listed, and yet practically all the chronology you have listed is prior 
to April 10. 

Mr. Fietps. That is correct. 

Senator Kerauver. What is your explanation of it, sir? 

Mr. Fretps. My only explanation can be that it was considered that 
even in that period he wasn’t dealing in negotiations. 

Senator Keravuver. But your statement in the letter written before 
that makes it appear that he was the chief negotiator. 

Mr. Frexp. Indicates that. 

Senator Anperson. Maybe I can help out here. Is it not true that. 
the original draft of your letter didn’t contain paragraph (f)¢ You 
have been revising it for several days. 

Mr. Fretps. We have been revising it for several days. 

Senator Krerauver. What letter are you talking about? 

Senator Anperson. This one that you have before you, the one 
addressed to you, Senator Kefauver. 

Mr. Frexps. I believe it contained the date. I am not sure it was as 
complete as it is here, sir. 

Senator Anperson. Didn’t you have a great deal of difficulty out of 
the fact that possibly a member of the Joint Committee on Atomic 
Energy knew of the letter of April 3, and that caused you to change 
and put this paragraph in, the people who were drafting it? 

Senator Keravver. You mean the memorandum of April 3? 

Senator ANDERSON. Yes. 

Mr. Fretps. I don’t know, to my knowledge, of any concern this 
way. I had none, certainly, myself, sir. 

Senator Anprrson. Was it suggested in the drafting session last 
night that different language than you have here be used, quite dif- 
ferent language? 

Mr. Freips. There was some slight different in the language last 
night. It was slight, sir. 

Senator Anperson. Yes, sir. And wasn’t it suggested that it 
wouldn’t do any good to use that language because Clint Anderson’s 
got the original ? : 

Mr. Frexps. I don’t recall this, sir. I mean I did not hear any 
statement to that effect, sir. } 
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Senator Kerauver. What we are talking about on the original 
is the original memorandum of the Atomic Energy Commission of 
April 3, w which shows Mr. Wenzell carrying on this very important 
negotiation. That is what you referred to, was it not, Senator 
Anderson ? 

Senator Anperson. Yes. I think there was a vast change in the 
memorandum, and I think this language was used which does follow 
the memorandum. I am not just sure as to 1 or 2 words, but all the 
rest of it is just word for word with the memorandum. 

Now, why couldn’t we have the memorandum of June 3? Do you 
regard that as privileged to this committee ? 

Mr. Freps. That was the opinion of the Commission; yes, sir. 

Senator Anperson. Would you regard it as privileged to the Joint 
Committee on Atomic Energy ? 

Mr. Frexps. I haven't considered that question. I don’t know the 
answer to that at this stage, sir. 

Senator ANperson. You are going to get a request for it right away. 

Senator O’Manoney. Senator Anderson, may I interrupt / 

Senator Krerauver. We have a lot of questions to ask, and we want 
everybody to have full time to ask and answer them. Senator 
O’Mahoney. 

Senator O’Manoney. I am very much interested in what you have 
just said to Senator Anderson, that there was a conference and that 
there was a change. It was a small change according to your 
statement. 

Mr. Fie.ps. Yes, sir. 

Senator O’Manonry. There was a conference? 

Mr. Fiextps. There was a meeting of the Commission, sir. 

Senator O’Manonry. Who was at that meeting? 

Mr. Frextps. All of the Commissioners were present. I was present, 
Mr. Mitchell and Mr. Cook. I would have to refer to the record of 
the minutes. There were some other staff members of the Commission 
present. 


Senator O’Manoney. Was there any person outside of the Commis- 
sion there? 

Mr. Fiexps. Not to my knowledge, sir, but I would have to check 
the record. Iam quite confident there was not. 

Senator O’Manoney. Were there any telephone conversations with 
any other branch of the Government? 

Mr. Freips. To my knowledge there were none last night, sir. 

Senator O’Manonry. Well, ‘when were there? 

Mr. Freips. There have been some conversations concerning this 
as to the nature of the material presented here. 

Senator O’Manoney. With whom? 

Senator Anperson. Mr. McCandless? 

Senator Keracver. Just tell everybody who you called and talked 
with about it. 

Mr. Fietps. Respectfully, sir, all discussions outside the Commis- 
sion in connection with this letter related to the application of the 
privilege mentioned in the President’s letter of May 17, 1954, to the 
Secretary of Defense. These conversations were purely administra- 
tive in nature within the executive branch. 
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Senator Kerauver. Before you ask a question, the Chair observed 
that right after the last question, Mr. Mitchell handed Mr. Fields 
a piece of white paper from which Mr. Fields read his last reply. 
Will you give us that piece of paper, Mr. Fields? Is that correct ! 

Mr. Fiexps. Yes, sir. 

Senator Kerauver. In other words, Mr. Mitchell had your answer 
written out for you to read. Let it be filed, and copied verbatim in 
the record. 

Mr. Keerre. Do you want me to read it 

Senator Krrauver. Well, he just read it. Read it all. Let’s see 
what it says. 

Mr. Keerre. It isa paper which counsel for the Commission handed 
to General Fields. 

Question. Who prepared the chronology? 

Answer. The chronology was assembled by Richard W. Cook, Deputy General 
Manager, from documents within the Commission. 

Question. Were there any discussions with the Bureau of the Budget or the 
White House in connection with the Commission’s letter of July 21? 

Senator Kerauver. Remarkable; that is almost the same question 
Senator O’Mahoney asked. 

Mr. Keerre (reading) : 

Answer. All discussions outside the Commission in connection with this letter 
related to the application of the privilege mentioned in the President’s letter of 
May 17, 1954, to the Secretary of Defense. These discussions were purely ad- 
ministrative in nature within the executive branch. 

Senator Kerauver. Apparently a lot of time has been spent an- 
ticipating the answer to the question of members of this committee. 

Counsel prepared the answer, and I can only observe, gentlemen, 
that we are here trying to investigate possible or probable official cor- 
ruption in the executive branch of the Government, and we are being 
met by efforts to conceal, legal opinions, by a contradiction of the 
President’s instructions of August 1954, and by a change by the Presi- 
dent himself in an apparent effort to keep this committee from getting 
the facts about this whole transaction. 

You gentlemen may as well understand right now that if we have 
to stay here all summer, we are not going to give up in this effort. 
You may divert us, you may delay us, but sooner or later the Congress 
is going to get the facts, and the American people are demanding 
them. You can go through this answer prepared by your lawyer, if 
you want to. Eventually, it is not going to avail you anything. 

Senator O’Manonry. Now, Mr. Chairman, perhaps I should say 
that the lawyers who advised the General anticipated that question I 
asked today. I assure the committee I had no conference with them. 

I point out to Mr. Fields, as I pointed out to Chairman Armstrong 
of the Securities and Exchange Commission, that the second para- 
graph in article II of the Constitution makes the President the 
Commander in Chief of the Army and Navy. 

Then in the very next sentence, with respect to civilian departments, 
the Constitution says the President may ask the opinion of the various 
heads of the departments. 

Nowhere in the Constitution is there any suggestion that the Presi- 
dent, much less any of his subordinates, his attorneys, his aids, his 
anonymous assistants, may order you or anybody in the AEC or the 
SEC to carry out a part of a program which involved the construction 
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and the financing through private favoritism of a project which was 
partially to be paid for by the Government of the United States. 

The letter of privilege which the President wrote to the Secretary 
of Defense has to do only with his capacity as Commander in Chief 
of the Army and Navy. He is not the commander in chief of the 
Atomic Energy Commission or of the Securities and Exchange Com- 
mission, nor of any of you gentlemen who are on the Commission 
or employed by the Commission. Your loyalty is to your oath to 
support the Constitution. 

And I suggest to you, sir, that the privilege which you should assert 
is the privilege of an American citizen frankly and freely to tell the 
truth and all the details of this Government transaction, and not hide 
behind any so falsely assumed privilege or asserted. 

I wish you would answer my question. 

Were there any telephone calls, and when were they? You said 
not at that time. When were they, and with whom were they ? 

Let’s forget this letter to the Secretary of Defense. You are not 
the Secretary of Defense. 

Senator Keravuver. Mr. Fields, can you answer? 

Mr. Fretps. May I have the privilege of consulting counsel for a 
moment, sir? 

Senator Anprerson. Would it be fair to say that you have been 
instructed not to answer? 

Mr. Fretps. I believe it would be fair to, sir, because it was discussed 
in the Commission meeting. 

Senator Krrauver. Last night? 

Senator Anprerson. Today ? 

Mr. Frevps. Today. 

Senator Kerauver. Do you want to consult your counsel? Why 
don’t we have a short recess, for about 3 minutes? Let’s keep it 
quiet in the hearing room, so they can consult, or would you rather 
step back? 

Mr. Freips. No, sir; I don’t believe it will be necessary. 

(Short recess.) 

Senator Krrauver. Mr. Fields, vou have conferred with Mr. Mit- 
chell, the counsel for the Atomic Energy Commission. As a result 
of your conference, do you wish to add anything to your previous 
answer. 

Mr. Fiexps. Yes,sir. I respectfully submit this, sir, that in reading 
from a release which is a May 17, 1954, document from the White 
House, it is a letter from the President to the Secretary of Defense—— 

Senator Ker auver. Mr. Fields, for your information, previous wit- 
nesses have read the letter into the record. We are all familiar w ith 
the letter. Do you want to make any statement concerning it? 

Mr. Frevps. Well, sir, I would call attention to two sentences 
in the letter. One is that it is my understanding that the President 
has signed his, and the one sentence is— 


the ultimate responsibility for the conduct of the executive branch rests with 
the President. 


The other is that— 


because it is essential to efficient and effective administration that employees 
of the executive branch be in a position to be completely candid in advising each 
other on official matters, and because it is not in the public interest that any of 
their conversations or communications or any documents or reproductions con- 
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cerning such advice be disclosed, you will instruct your employees of your De- 
partment that in all their appearances before the subcommittee of the Senate 
Committee on Government Operations regarding the inquiry now before it, they 
are not to testify to any such conversations or communications or to produce 
any such documents or reproductions. 

I would like to state beyond that, sir, that I believe that it was the 
interpretation of the Commission on the basis of this that led to 
their approval of this letter, and they instructed me to deliver this 
letter. I feel that their instructions, in effect, to me, then, are that I 
am. to observe this in answers to the questions here today, sir. 

Senator Krravuver. Mr. Fields, did you discuss with your counsel 
the subsequent statement of the President of August 18, 1954, in which 
he said he wanted all information from the inception to this very date 
made public about this matter? 

Mr. Frexps. No, sir; I did not. 

Senator Keravver. Do you not think that since that comes later 
than the letter to the Secretary of Defense, that that should be given 
some consideration ? 

Mr. Fiexps. I am not too familiar with the statement to which you 
refer, but it is my impression that the actual documents, memoranda, 
and oral discussion, there would still be privilege with respect to them. 
It is certainly my personal opinion that every significant and major 
aspect of all of this matter should be revealed. 

Senator Kerauver. You personally feel that it ought to be revealed ? 

Mr. Frexps. Yes, sir. 

Senator Kerauver. But you are not at liverty to reveal it ? 

Mr. Frexps. I don’t feel at liberty to do so myself, sir. 

Senator Kerauver. Well, let’s turn to Mr. Cook. 

Senator O’Manoney. Before you turn to Mr. Cook, may I ask one 
question of Mr. Fields? 

Senator Kreravuver. Yes, sir. 

Senator O’Manoney. I appreciate your answer, and I know the 
pressure under which you are testifying, and I sympathize with you 
completely. 

But I ask you to take into consideration the fact, as a lawyer takes 
into consideration the fact, that what we are dealing with here is 
nothing like the situation that was described by the President in his 
letter to the Secretary of Defense. 

We are dealing here with a series of secret conferences which were 
intended to sway, first, the action of the Atomic Energy Commission 
under the law which establishes the responsibility by law to the Joint 
Committee on Atomic Energy; and secondly, we are dealing with the 
Securities and Exchange Commission, which is set up by law as a 
quasi-judicial agency of the Government. 

There is nothing in the President’s letter that refers to a quasi- 
judicial agency or to the AEC. It has no application, and I chal- 
lenge any lawyer in the land to prove that it does apply to quasi- 
judicial agencies or to the Atomic Energy Commission. 

Senator Krravver. Mr. Cook, as a deputy to General Nichols, and 
your various positions in the Atomic Energy Commission, you had 
familiarity with this matter from its inception, you testified. 

Mr. Coox. That’s right. 

Senator Krerauver. Were you the one that handled the prepara- 
tion of the various AEC chronologies which resulted in one finally 
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being submitted for public consumption by the AEC in August of 
last year? 

Mr. Cook. I was. 

Senator Krrauver. And were several drafts of the chronology 
made? 

Mr. Coox. There were. 

Senator Krravuver. Did you have chief responsibility in getting 
up the chronology # 

Mr. Coox. I did. 

Senator Kerauver. Who assisted you and who worked with you at 
the Atomic Energy Commission in getting up the various drafts of 
the chronology ? 

Mr. Cook. My secretary. 

Senator Krrauver. And what is her name? 

Mr. Coox. Mrs. Ellen Nepple, N-e-p-p-l-e. 

Senator Kerauver. And who else worked with you, what officials 
of the Atomic Energy Commission ¢ 

Mr. Coox. It was principally done by myself. I would say almost 
entirely. 

Senator Krravver. And how many drafts of the chronology were 
prepared before this one was finally submitted ? 

Mr. Coox. I would have to hazard a guess. I would say 3 or 4. 

Senator Krrauver. Where are those drafts that were prepared ? 

Mr. Coox. They were destroyed when the original chronology was 
issued. 

Senator Kerauver. Why were they destroyed ? 

Mr. Coox. They were just cluttering up the files. 

Senator Keravuver. With all your ‘filing space, you did not think 
you would have room for a few more sheets of paper ? 

Mr. Coox. No, sir. 

Senator Krrauver. Was there anyone with whom you discussed 
the destroying? 

Mr. Coox. No one. 

Senator Kerauver. You just destroyed them? 

Mr. Coox. Once the final draft was prepared, I destroyed the 
copies. 

Senator Kerauver. You are sure you don’t have some other copies 
around ? 

Mr. Coox. Of the drafts? 

Senator Kerauver. Yes. 

Mr. Coox. No, sir; I do not. 

Senator Krravuver. In the preparation of the drafts, did you look 
at_ memoranda and discuss with officials of the Atomic Energy Com- 
mission who had been at various meetings? 

Mr. Coox. Yes. I had a chronology that was prepared by Mr. 
Williams, then Deputy General Manager, who participated in the 
conversations from its inception. 


Senator Keravuver. Did you have the April 3 memoranda which 
Mr. Williams prepared? 


Mr. Cook. Mr. Williams did not prepare that memorandum. I did. 
Senator Krravuver. Do you have it? 
Mr. Cook. Not here. 


Senator Keravuver. Do you haveit? Do you have it here with you? 
Mr. Coox. No, sir; I do not. 
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Senator Krrauver. Where is it? 

Mr. Cook. In the Commission building. 

Senator Keravver. Will you bring it and let us see it? 

Mr. Coox. I think that comes within the instructions that the 

Senator Kerauver. You mean you, too, Mr. Cook, are not going to 
give us the information we want ? 

Mr. Cook. I will do my best to. 

Senator Krerauver. Well, then, will you bring that April 3 memo- 
randum up here? 

Mr. Cook. I would have to check with the Commission, sir. 

Senator Krrauver. Does the April 3 memorandum mention Mr. 
Wenzell’s name? 

Mr. Coox. Just in the context that is in this letter. 

Senator Keravuver. Well, just tell us what the April 3 memorandum 
says. 

Mr. Coox. I think the words here are almost verbatim from the 
letter. 

Senator Krerauver. Read the words again. 

Mr. Cook (reading) : 

Mr. Wenzell was advised by Mr. Nichols that it appeared that the Dixon-Yates 
people were now getting within the range of possible discussion and suggested 
that Mr. Wenzell encourage the Dixon-Yates group to refine their figures and 
come up with a proposal that was based upon a fixed price for the construction 
of the new facilities and would spell out clearly the basis on which the demand 
and energy charges were calculated including the base and escalation provisions 
for labor and fuel as well as the proposed cancellation provisions. He indicated 
he thought the Commission could not consider a proposal that was not firm as to 
capital cost nor with cancellation provisions that were not completely justifiable. 
He pointed out that he would be very glad to meet with Adams and the Dixon- 
Yates whenever they were prepared for further discussions. Mr. Nichols, Mr. 
Cook, Mr. Wenzell attended this meeting. 

Senator Kreravver. Why was that memorandum not included in the 
chronology ? 

Mr. Coox. As I recall, the President made his announcement 3 or 4 
days before the actual date was established for the news release. 

I sought to include in the chronology everything that I thought was 
pertinent or important, and in the limited time that was available I 
inadvertently missed this entry. It was quite a job to prepare this 
information that we did in the short time. 

It took several days and nights to do so, with the people working day 
and night, so the omission was an inadvertence. 

Senator Kerauver. Well, then in the chronology that you were able 
to get up, you have a lot of very minor matters. — 

Mr. Cook. That’s right. There were some minor matters that were 
not included. 

Senator Kerauver. Wasn't this a pretty important matter for you 
to miss, Mr. Cook ? 

Mr. Coox. I didn’t think so because in my mind Mr. Wenzell or 
Mr. Miller had nothing to do whatsoever with the negotiation of the 
contract either prior to, subsequent to the receipt of the April 10 
proposal. 

The April 10 proposal that was received only formed the basis for 
the contract itself. There were many negotiations and drafts prior 
to the final contract resulting, I think, in November 11. 

We previously furnished the joint committee a complete summary 
of the April 10 proposal and the final contract, pointing out all of 
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the differences in the contract as compared to the proposal, that were 
in favor of the Government. 

Senator Knravuver. You are, of course, aware that Mr. Wenzell has 
testified here that he read over and joined in the preparation of both 
the proposal of February 25 and April 10? 

Mr. Coox. I am not aware of it. 

Senator Krravuver. The information was available to you. 

Mr. Coox. It was not available to me. 

Senator Keravver. You folks have been familiar with what was 
going on. 

Mr. Coox. My relationships were with the representatives of the 
fir - the Mississippi Valley Generating Co. 

Senator Kerauver. You don’t think General Nichols instructing 
Mr. Wenzell to try and get Dixon and Yates to get their figures down 
and make a final agreement, was an important negotiation ? 

Mr. Coox. No: I think that Mr. Nichols suggested, I think that he 
was interested in, receiving the best proposal ‘that he could for the 
Government, and as I recall, Mr. Wenzell asked what progress was 
being made. Mr. Nichols pointed out those things we felt had to 
be materially better before we could even consider a ‘proposal. 

Senator Krravver. Why did you not put Mr. Wenzell’s name in 
the January 20 chronology ? 

Mr. Cook. That is e xpli ained in the letter, sir. 

Senator Keravver. Explain it again. 

Mr. Cook. In my view, he was not a principal in any of the dis- 
cussions that I attended. He raised very few questions. He had a 
very limited part in any discussions. There were other people that 
attended these meetings whose names were not included in the chro- 
nologies on which the final chronology was based. 

Senator Knravver. You have got a lot of very inconsequential 
names here. Mr. Adams later became a substitute for just half of 
the work that Mr. Wenzell was doing. You include his name. You 
include Mr. Roberts, a staff member of FPC. 

Mr. Coox. I thought that Mr. Wenzell—that Mr. Adams and Mr. 
Roberts were important because they pi irticipated in the analysis of 
the first proposal. They participated in discussions concerning the 
proposal and those provisions would have to be modified before a 
proposal could be considered by the Government. They participated 
in the review of the final proposal by the AEC all through this, as 
consultants to the Bureau of the Budget. 

Senator O’Manonry. Who were “they”? 

Mr. Cook. Mr. Frank Adams is Director of the Power Division of 
the Federal Power Commission, who was known to the Bureau of 
the Budget as a specialist in power, a consultant to the Bureau. Mr. 
Roberts is his assistant. 

Senator O’Manonry. These are the two individuals to whom you 
are referring as “they”? 

Mr. Coox. Yes, sir. 

Senator Kerauver. You are, of course, familiar with Mr. Wenzell’s 
draft letter of February 23 w hich he prepared to be signed by First 
Boston, was an important basis of the proposal of February 25, and 
later of April 10. Did you know that? 


Mr. Coon. I did not. I have not read his report, nor am I familiar 
with it in any detail. 
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Senator Krrauver. These various copies of the chronologies you 
prepared, did you submit them from time to time to compare them 
with the Bureau of the Budget chronologies ? 

Mr. Coox. Yes. We exchanged several drafts to try to assure that 
all of the principal meetings and principals involved were covered. 
Their chronology includes some meetings that we don’t have and ours 
include some that they don’t have. 

Senator Kerauver. Senator Anderson ? 

Senator ANprerson. You spoke a minute ago about the Williams’ 
chronology. Could you help us identify that? 

Mr. Coox. Well, Williams was then Deputy General Manager. 

Senator Anprrson. He left the Commission on January 31? 

Mr. Coox. That’s right. 

Senator Anperson. Did you see his chronology ? 

Mr. Coox. Yes; I did. 

Senator Anperson. Did you make any use of it in the preparation 
of your own chronology # 

Mr. Coox. I did, in the preparation of the chronology that was 
issued, yes. 

Senator Anperson. Did Mr. Williams’ chronology include the 
meeting of January 19? 

Mr. Coox. It did. 

Senator Anperson. It did. Did it not also include the name of 
Wenzell-Miller time after time? 

Mr. Cook. I think it included his name twice, sir. 

Senator Anperson. When you prepared the chronology and took 
it to the Bureau of the Budget, did you include the name of Wenzell 
and Miller in your chronology in the first draft ? 

Mr. Coox. No, sir. 

Senator ANprerson. You said, “No, sir?” 

Mr. Coox. No, sir. I discussed with them the draft that Mr. Wil- 
liams had prepared. I discussed with them the draft that I had pre- 
pared, and the first draft that I prepared summarizing his as well as 
mine did not include their names. 

Senator Anperson. It did not include their names ? 

Mr. Coox. That’s right. 

Senator Anprerson. The first draft that you prepared before you 
talked to them on the telephone did not include their names ? 

Mr. Coox. To the best of my knowledge that’s right, sir. 

Senator AnpERsON. But you made use of the W illiams’ chronology 

Mr. Coox. That’s right. 

Senator AnpERsoN. And it did include those names. 

Mr. Coox. That’s right. 

Senator Anperson. And you left them out? 

Mr. Coox. I did. 

Senator Krravver. I did not understand. What is the question 
and what is the answer? Let the record show Senator Langer is 
present. State again, Senator Anderson, your question. 

Senator Anperson. I am asking him if he took the Williams’ 
chronology which was the chronology of July 31, which was a 
chronology prepared to acquaint the members of the Commission 
with the : steps thus far taken, that chronology included the meeting 
of January 19 in which the names of Wenzell and Miller appeared. 
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It was the date that Mr. Miller had so much difficulty remembering 
before he had his amnesia attack. 

You were given that same material and started your chronology 
bringing it up to date from that point. And I understand it is now 
your testimony that the first. document that you had concerning 
which you phoned the Bureau of the Budget, you had already elimi- 
nated the date of January 19 and their names. 

Mr. Cook. Yes. The document of Mr. Williams, I think, was 
dated the latter part of January rather than July. 

Senator Anprerson. Did I say July? If I did, I misspoke myself. 
He left January 51, and the document was prepared just prior to his 
leaving. Mr. W ieee was very familiar with that. We had exam- 
ined him on this and he read it when he prepared it, and if I said 
July, I misspoke myself. 

Mr. Coox. Yes, sir, and the document was not prepared with the 
advice of the Commission. 

Senator Anprerson. It was not? 


Mr. Coox. No, sir. It was a running summary that he kept. Gen- 
erally speaking, it was kept by his secretary of the visits from the date 
of the inception of the matter that finally wound up in the MVGC 
contract. 

Senator AnpeRson. It is not too important, and I don’t want to 
press it, but I hope you are very sure a copy of ‘that was not prepared 
from the information of the C ommissioners, because I am sure Mr. 
Williams believes it was, his secretary believes it was and the Com- 
missioners who got it thought it was. But that is neither here nor 
there. 


Mr. Coox. I am just quoting from memory. I don’t believe it 
was. 

Senator O’Manonry. Senator Anderson, may I interrupt? 

In answer to the question that Senator Kefauver asked, because 
he could not hear the witness, it was that although he had received 
from Mr. Williams this memorandum containing the names of 
Wenzell and Miller, he himself omitted them from the memorandum 
he sent to the Bureau of the Budget. 

Mr. Cook. I said to the best of my knowledge, the first draft that 
was prepared did not include their names. 

Senator O’Manoney. I am not talking about any draft except what 
you received from Mr. Williams, and your answer to Senator Ander- 
son was clearly that their names were in that memorandum. 

Mr. Coox. That’s right. 

Senator O’Manonry. And you eliminated them from the memor- 
andum that you had prepared for the Bureau of the Budget? 

Mr. Cook. I eliminated them from the final chronology that was 
issued. I am not certain as to which draft they were eliminated. 

Senator Anperson. I hope you are very sure, Mr. Cook, because I 
have a feeling they were in the first one. 

Mr. Coox. I don’t have copies of that. 

Senator O’Manoney. Earlier in your testimony I understood you 
to say, and counsel for the committee, Mr. Keeffe, has the same under- 
standing, sg you omitted other names.from this document. 

Mr. Coo. I said there were, I believe, 10 or 12 entries that were in 


Mr. Williams’ draft that were eliminated from the final draft that 
Was issued. 
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Senator O’Manonry. What other minor persons like Wenzell and 
Miller had their names dropped ? 

Mr. Coox. Well, for instance, there was an entry showing that a 
pilot of Mr. McAfee called and said he was going to be late. There 
were entries showing that he called 

Mr. Kererre. A partner of Mr. McA fee? 

Mr. Cook. A pilot, airplane pilot. 

Senator Anperson. I am not sure that was in the Williams chron- 
ology. I have examined it carefully. I don’t recall that. I am not 

talking about what was in his private notes that his secretary kept. 
Do you have a copy of the Williams chronology ? 

Mr. Coox. No, sir. 

Senator Anperson. There is one in existence in the Atomic Energy 
Commission, isn’t separ 

Mr. Coox. That’s right. 

Senator O”’ Rimmer. The interesting facts to me, Mr. Cook, are 
that you placed Mr. Wenzell and Mr. Miller in the same category as a 
pilot and therefore unimportant. 

Senator Anprerson. Let me ask you this. You say there is a copy in 
the Atomic Energy Commission. Have you examined it recently ? 

Mr. Coox. I have. 

Senator Anperson. Did it refresh your memory as to what was in 
it? 

Mr. Cook. It did. 

Senator Anperson. Was there a pilot mentioned in it? 

Mr. Cook. Yes, sir. 

Senator Anperson. In the chronology that was furnished to the 
members of the Commission ? 

Mr. Coox. In the original chronology of Mr. Williams there was. 

Senator Anperson. In the original notes that he kept, but was there 
in the chronology which he furnished to the Commission ? 

Mr. Cook. I am not aware that he furnished a chronology to the 
Commission. I would have to check it before I could answer that. 

Senator Anperson. On the chronology which he furnished finally 
was any other name eliminated other than the name of Wenzell and 
Miller? 

When you got the final Williams chronology that was made as of 
January 31, and started to prepare your own chronology, was any 
name other than Wenzell and Miller eliminated ? 

Mr. Coox. There were entries in the chronology that included peo- 
yle other than Wenzell and Miller that were eliminated, yes, were not 
included in the final chronolog 

Senator Anperson. What names were those? 

Mr. Coox. Mr. McA fee, Mr. McCandless. 

Senator Anperson. Mr. McAfee was in the meeting of January 19, 
and you had to eliminate the whole meeting of January 19 in order to 
get rid of Mr. Wenzell and Mr. Miller? 

Mr. Coox. I previously stated that the entry for January 19 was 
not included in the final chronalogy. 

Senator ANperson. Yes, because it had those names in it, so that it 
would not be remarkable that: Mr. McA fee’s name disappeared. What 
did you do with it after you got it finished ? 

Mr. Coox. After it was finished ? 

Senator ANDerson. Yes. 
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Mr. Cook. No, sir. 

Senator ANpERSON. Was all the discussion that was mentioned here 
over whether or not Mr. Wenzell’s and Mr. Miller’s name should be 
included on the telephone / 

Mr. Coox. No, sir; some of it was. Some of it was—— 

Senator Anperson. In person? 

Mr. Coox. In person. 

Senator Anprerson. Then if you didn’t take it to the Bureau of the 
Budget and it was in person, who came to you from the Bureau of the 
Budget to discuss it? 

Mr. Coox. I perhaps misunderstood your question, I think I dis- 

cussed it with representatives of the Bureau of the Budget, the original 
ciasiaanity that I had along with the chronology that Mr. W illiams 
had. It was subsequent to that that the drafts were prepared. 

Senator ANperson. Well, if Mr. Wenzell’s and Mr. Miller’s 
names-—— 

Senator Lancer. Who was there from the Budget Bureau?) Whom 
did you discuss it with ? 

Mr. Coox. My discussions were principally with Mr. McCandless. 

Senator Kerauver. Senator Langer wants to know if Mr. Hughes 
was there. Did you discuss it with him ? 

Mr. Cook. I don’t recall of him being there. 

Senator Lancer. Who was there? 

Mr. Cook. ‘Yo the best of my knowledge it was Mr. McCandless 
and myself. 

Senator Lancer. What was said? Why leave those two names out? 

Mr. Cook. I have indicated that in the letter, sir. In going over 
the chronology there seemed to be quite a few items that were in- 
consequential, and insofar as Mr. Wenzell and Mr. Miller is con- 
cerned, it was felt that they were not principals in any discussions 
that took place and they should not be included. 

Senator Lancer. Who said that? 

Senator Kerauver. Who said they were not consequential ? 

Mr. Coox. May Task a question of Mr. Mitchell, sir? 

Senator Keracver. Very well. 

(Mr. Cook conferred with Mr. Mitehell.) 

Mr. Cook. To the best of my recollection, the suggestion was made 

by Mr. McCandless. 

Senator ANpEeRsSON. That is found in this letter. The letter says: 





Since neither of them participated in any degree whatsoever in the negotia- 
tion leading to the present contract 

this is the letter addressed to me as of July 21— 

which developed from the April 10 proposal from Messrs. Dixen and Yates, their 
names were not included, in accordance with the practice the Bureau of the 
Budget said they were going to follow of only including the principals con- 
cerned in the matter in their chronology and which the Bureau recommended 
to the AEC. 

Does that say in pretty plain language that the Bureau of the 
Budget dec ided not to include Mr. Wenzell and Mr. Miller and sug- 
gested that you leave them out also? 

Mr. Cook. They suggested that we leave them out. 

Senator Krerauver. Louder. [can’t hear what you said. They did 
what ? 
65950—-56—pt. 23 
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Mr. Coox. They suggested that we leave their names off. 

Senator O’Manoney. The Bureau of the Budget directed the AEC 
as to what to do? 

Mr. Coox. They did not direct us, sir. 

Senator O’Manonry. They directed you to leave this out. 

Senator ANpERSON. Excuse me. Are you not operating in the con- 
tract under a directive from the Bureau of the Budget from the 
President? Was it not submitted by the Bureau of the ‘Budget # 

Mr. Cook. The Bureau of the Budget transmitted the instructions 
of the President. 

Senator Anperson. But the directive came from the Bureau of the 
Budget. 

Senator O’Manonry. Do you intimate it was the President who 
directed you to leave these names out ¢ 

Mr. Coox. I do not. 

Senator O’Manonrey. Well, then, it was the Bureau of the Budget 
that directed you to leave them out ? 

Mr. Coox. The Bureau of the Budget suggested that we leave them 
out. 

Senator O’Manonry. Well, you followed the suggestion ? 

Mr. Coox. That’s right. 

Senator O’Manonry. If I choose to call it a directive and you a 
suggestion, that is just a difference in point of view. 

Mr. Coox. I just would like to point out that we don’t have to 
follow their suggestions. 

Senator O’Manoney. Let’s read your language again: 
their names were not included, in accordance with the practice the Bureau of 
the Budget said they were going to follow of only including the principals 
concerned in the matter in their chronology and which the Bureau recommended 
to the AEC. 

Now that says in simple language that the Bureau of the Budget 
decided to omit these names and you, to fall in line, also omitted 
them, although you had them in there, ‘and they did participate. 

So you were following the Bureau of the Budget in concealing the 
participation of the important individuals connec cted with the finance 
house of the First Boston Corp., a partnership between Mellon and 
the First Boston Corp. ? 

Mr. Cook. I can assure you that we did not try to conceal anything. 
If we had thought—— 

Senator O’Manonry. If you had thought that they were important. 

Mr. Coox. That these names were going to blow up as they did, 
we certainly would have included them. 

Senator ANDERSON. You mean blow back at you? 

Mr. Coox. In our view they were not important in any discussions 
we had had. 

Senator O’Manonery. Important enough to be directed to talk to 
Dixon and Yates and get a different proposal. 

Senator Krrauver. Who else did they suggest you leave out? 

Mr. Coox. None. They just called to our attention certain minor 
entries that they didn’t appear to be appropriate. 

Senator Krravver. So they suggested no other names that you 
leave out except Wenzell and Miller ? 

Mr. Coox. No; not that I recall. 

Senator Kerauver. Senator Anderson. 
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Senator Anperson. Now, Mr. Cook, you negotiated a great deal of 
this contract yourself; did you not ¢ 

Mr. Coox. Yes, sir. 

Senator Anperson. You know then the contents of it and the points 
of controversy very well; do you not? 

Mr. Cook. I think I do; yes. 

Senator Anperson. Then when Mr. Wenzell was delegated by 
General Nichols to go to Dixon and Yates and encourage them to come 
up with a proposal that was based upon a fixed price for the construc- 
tion of the new facility, was that in your opinion an important part 
of the contract ? 

Mr. Cook. Well, in my opinion that had nothing to do with the 
contract that finally resulted. 

Senator Anperson. I don’t believe that was the question I asked 
you, but that is all right. Let me try it again. 

Did you think the suggestion of General Nichols, the General Man- 
ager, to Mr. Wenzell to go to Dixon-Yates and suggest they offer a 
proposal based upon a fixed price for the construction of the new 
facilities, do you think that was important? 

Mr. Cook. Important in what respect, sir? 

Senator ANpERSON. Well, you have said these men were important 
a’ minute ago, and I didn’t ask you important in what respect. We 
both understand the word “important.” 

In the terms of the whole context of that contract was the proposal 
that it be based upon a fixed price for the construction of the new 
facilities an important feature of it ? 

Mr. Cook. Yes. We had previously advised Messrs. Dixon and 
Yates that in order for them to submit a proposal to be considered, 
that these same considerations that are listed here would have to be 
incorporated. 

Senator Anperson. Now, Mr. Cook, you prepared the specifications, 
did you not, that covered this contract 4 

Mr. Coox. There were no specifications. 

Senator Anperson. Well, there were some general provisions, 
were there not, that suggested, for example, that somebody ought to 
be able to supply backup power? Is that a part of the contract 
that finally emerged ? 

Mr. Coox. That is a part of the contract that finally emerged. 

Senator Anperson. Was that a suggestion that came up at this 
time? 

Mr. Cook. No, sir. 

Senator Anperson. Was it a modification ? 

Mr. Coox. No, sir; it was made known prior to that time to people 
interested in submitting proposals of the requirements that we felt 
should be incorporated in their proposal, if it were to be considered. 

Senator Anperson. It was made known to other people? 

Mr. Cook. Yes, sir. 

Senator Anperson. What other people? 

Mr. Cook. It was made known to the Von Tresckow group that 
submitted a proposal. It was already discussed with another group. 
I can’t remember their names now. One of the group was an engineer- 
ing firm in New York. We advised them about the same thing. 

Senator ANnperson. Of course the only people who had backup 
power were Dixon-Yates, and therefore the specification including 
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that made it possible for only Dixon-Yates to participate, but that 
is another story. 

Mr. Coox. No; I don’t think that is right, sir. 

Senator ANpEeRson. Now then, it was to ’spell out clearly the basis 
upon which the demand and energy charges were calculated, includ- 
ing the base and escalation provisions for labor and fuel. © Is that an 
unportant part of the contract? 

Mr. Coox. It isa very important part of the contract. 

Senator AnpEerson. A very important part. As a matter of fact, 
there was a good deal of discussion as to the fuel costs between TV A 
and Dixon-Yates, was there not 2 

Mr. Coox. That’s right. 

Senator Anprrson. And special provisions were written into it to 
try to permit them to buy their coal at the same advantageous rate 
that TVA buys its coal. 

Mr. Coox. No; I don’t recall that. There were provisions in there 
for the AEC to take over procurement of the coal. 

Senator Anperson. Yes, which would have given them the bene- 
fit. 

Mr. Coox. And the Government benefit of the reduced price. 

Senator Anperson. Therefore, the figures that had to do with the 
cost of fuel and labor were of extreme importance to the contract, 
were they not ? 

Mr. Coox. They were. 

Senator Anperson. And the proposed cancellation provisions. We 
are realizing the importance of those cancellation provisions right 
now, are we “not 2 

Mr. Coox. We are. 

Senator Anperson. And in the early draft, they provided that can- 
cellation costs in the opinion of some people could have run as high 
as $40 million, could it not? You never quite subscribed to that figure, 
but the General Account ing Office did. 

Mr. Coox. No; I subscribed to the figure, but that event could only 
occur if termination was given after full-scale operation of the plant 
und nobody took any power. That situation could occur. 

Senator Anprerson. If they spent $100 million and could get $40 
million in cancellation charges, it was a pretty fair-sized sum, in any 
event, as an important part ‘of the contract. 

Mr. Coox. If they received it. 

Senator Anperson. If there was a provision they might receive it, 
it Was an important part of the contract. 

Mr. Coox. Yes, the cancellation provisions were to cover their fixed 
charges until their system load growth could build up to take the total 
power under the contract. 

Senator Anperson. Now, General Nichols said to Mr. Wenzell to 
go to Dixon- Yates to cover every one of those points, and you didn’t 
think that was of, any importance in this transaction, not sufficiently 
important so they couldn’t even be mentioned; is that correct ? 

Mr. Coox. Well, I previously pointed out, Senator, that as a result 
of Senator Kefauver’s request, that in seare hing through the files we 


found this entry, that it was overlooked in: .dvertently before. 
Senator AnpeRsSON. Yes. 
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Mr. Coox. I think I should mention also that all of these points 
were discussed in detail with the company as a result of our review of 
their first proposal on February the 25th. 

Senator Anprerson. But you have testified you worked on this day 
and night and all hours, and here was the proposal that finally led 
to the submission of an absolute offer on April 10 that the manager 
of the Commission didn’t send you, who did most of the negotiating. 
He sent Mr. Wenzell and he said, “You go to them and see if you can 
get this done and get this done and get this done, and if you can bring 
us In a contract,’ and you oe that was of no importance. 

Mr. Coox. Yes, because I don’t think it was stated in that context. 

Senator Anprerson. I am just taking the language that you people 
have reviewed from the memorandum. I am going to try to get the 
memorandum. I said that to you. 

Mr. Coox. Yes. 

Senator Anperson. But the language that is here in my opinion 
is almost exactly the language of that memorandum. 

Mr. Cook. AS I remember the meeting, Senator, Mr. Wenzell came 
in and asked how progress was being made in the negotiations. 

Senator Anprrson. Who did he say he represented ? 

Mr. Coox. I was under the understanding that he represented the 
Kureau of the Budget. 

Senator Anprerson. And so what? 

Mr. Cook. Well, at that meeting Mr. Nichols told him essentially 
what is included in the record, that the original proposal was not 
acceptable. In order for it to be acceptable, these points would have 
to be clarified. 

Senator Anperson. Well, if Mr. Wenzell was representing the Bu- 
reau of the Budget on interest rates only, what in the world was he 
doing asking about the capacity charges, the fuel costs, the labor costs, 
and the cancellation provisions? What did that have to do with it? 

Mr. Cook. He didn’t ask those questions. 

Senator Anperson. Did he ask anything about the interest rates? 

Mr. Cook. Not at all. 

Senator ANpersoN. He just came in and asked, “How is the contract 
coming; are we making any hay?” 

Mr. Cook. No. He asked, as I recall, how the negotiations were 
proceeding. 

Senator Anprerson. Yes ? 

Mr. Cook. Whether or not it looked like the MVGC people would 
be able to submit a proposal that would be of interest to the Commis- 
sion, and Mr. Nichols, as I recall, responded along those lines indi- 
cated in the letter. 

Senator Anperson. When did you first come upon this memo- 
randum? Was it in the last week? 

Mr. Coox. To the best of my knowledge, it was going through the 
papers in the last week; yes. 

Senator Anperson. Just a very few days ago? 

Mr. Coox. Yes. 

Senator Anperson. If that hadn’t accidentally turned up, we never 
would have known of this meeting, would we? 

Mr. Coox. That’s right. 
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Senator ANpERSON. Well, in order to prepare a chronology, wouldn’t 
you go through every item? 

Mr. Cook. I tried to explain I thought I did, but I was pirignan. | 
day and night to try to meet a deadline to get the chronology out, an 
I evidently inadvertently omitted this item. I overlooked it. 

Senator Anperson. The fact that, like the other item, it mentioned 
Mr. Wenzell had nothing to do with your decision ? 

Mr. Coox. No; it was in a memorandum of 4 or 5 pages, as I recall, 
and if you thumb through various memoranda it is very easy to over- 
look an item of this type. 

Senator ANpErRSON. But you testified that the Bureau of the Budget 
suggested to you they were going to leave out all discussions of Wen- 
zell and suggest that you do likewise, and that you decided to follow 
their lead, and this item disappeared at the same time, didn’t it? 

Mr. Cook. No; it was overlooked at the same time. 

Senator Anperson. It was overlooked at the same time. Well, that 
is a better word. In any event, it didn’t get in. 

Mr. Coox. That’s right. 

Senator O’Manoney. Senator, I am tremendously interested in this 
first sentence. With Mr. Wenzell being so frequently overlooked, and 
he was just a representative of the Bureau of the Budget, as Mr. Cook 
now testifies, nevertheless, in this letter, in paragraph (f), this letter 
of July 21, signed by Mr. Fields, and concerning which Mr. Cook 
is now testifying: 

Mr. Wenzell was advised by Mr. Nichols— 


what is Mr. Nichols’ title, Mr. Cook? 
Mr. Coox. At that time he was General Manager. 
Senator O’Manoney. Of what? 
Mr. Coox. The Atomic Energy Commission. 
Senator O’Manonry. Let me modify the letter so as to get the title: 


Mr. Wenzell was advised by Mr. Nichols— 
General Manager of the Atomic Energy Commission— 


that it appeared that the Dixon-Yates people were now getting within the range 
of possible discussion and suggested that Mr. Wenzell encourage the Dixon-Yates 
group to refine their figures and come up with a proposal that was based upon 
a fixed price for the construction of the new facilities and would spell out clearly 
the basis on which the demand and energy charges were calculated including 
the base and escalation provisions for labor and fuel as well as the proposed 
cancellation provisions. 

And he was such a minor person in this matter that everybody 
thought him to be a representative of the Bureau of the Budget, and 
yet the General Manager of AEC instructs him to do all these things, 
and Mr. Cook expects us to accept that explanation. 

I just don’t understand, Mr. Cook, frankly, as man to man, how 
you can sit there and expect reasonable men to believe what you are 
saying. 

Mr. Coox. Well, I am sorry, sir, that I haven’t been able to present 
my feelings clearly, but in my view ; 

Senator O’Manoney. Was he just such a minor official that you 
could forget him and take him out or when the Bureau of the Budget 
told you to take him out, that you would follow their instructions? 
Here is a man that the General Manager directs to do a certain thing. 

Mr. Cook. He did not. 
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Senator O’Manonry. And you pretend that he was so minor that 
he could be overlooked. 

Mr. Coox. I would like to point out, sir, that he did not direct 
him. I would also like to point out that he had nothing to do what- 
soever with the contract, the negotiations of the contract. 

Senator Kerauver. Mr. Cook, just looking at the Atomic Energy 
chronology here on one and a half pages, I see Mr. McAfee’s name 
mentioned 12 or 13 times. 

Mr. Coox. What page are you on, sir? 

Senator Kerauver. Pages 922 and 923. Mr. McAfee was just an 
adviser to the Bureau of the Budget ; wasn’t he? 

Mr. Coox. Well, he was the original man that was contacted as 
president of the Union Electric, and I think at that time of the 

Senator Kerauver. Well, in any event, Mr. McAfee had nothing to 
do with the negotiation of this contract, did he? 

Mr. Coox. No, but he was the original person contacted to see if 
this arrangement for the replacement of power could be worked out. 

Senator Krravver. But you have been limiting your testimony say- 
ing Mr. Wenzell wasn’t mentioned. You didn’t think he had any- 
thing to do with the negotiation of the contract. 

Here you have got a Mr. McAfee all the way through this thing, 
and he has nothing to do with the negotiation of this ¢ ontract. 

Mr. Cook. Well, he was one of the principal parties that was first 
contacted to determine whether or not an arrangement could be 
worked out with his firm in conjunction with others to furnish power 
in replacement of power to be furnished to the TVA. 

Senator Kerauver. But he had nothing to do with negotiation of 
the contract ¢ 

Mr. Cook. Not with the final contract that was finally negotiated. 

Senator Kerauver. Mr. Cook, a few minutes ago you testified that 

Mr. Wenzell’s name was not in your final draft, but you seemed to 

have some doubt about the earlier drafts. Don’t you think he was in 
the earlier drafts. 

Mr. Cook. I couldn’t answer that, sir. I really don’t know. 

Senator Kerauver. Your chronology of January 20, the only omis- 
sion from that draft of names is that after the name of Mr. Dixon, 
the name of Wenzell and Miller should have been included; isn’t 
that correct ? 

Mr. Cook. That’s right. 

Senator Kerauver. Why did you happen to have not included them, 
the only two other names that should have been included being 
Wenzell and Cook? How did that happen? I mean Wenzell and 
Miller. Can you explain that? 

Mr. Coox. You mean, why were the names omitted on that date? 

Senator Kerauver. Yes. Weren’t they in your original draft? 

Mr. Coox. There in the rough chronology from which the final 
chronology was based. I cannot answer as to whether or not they were 
in any draft or the original draft that was compiled from those 
chronologies. 

Senator Krrauver. Anyway, they were in the rough chronology 
which you got up? 

Mr. Coox. Yes; they were. 

Senator Kerauver. And then they got omitted after conferences 
with the Bureau of the Budget ? 
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Mr. Coox. That’s right. 

Senator Kerauver. You are aware, Mr. Cook, of the so-called Seal, 
memoranda of March 3? 

Mr. Cook. I am not aware of it except I understand some sort of 
memorandum of that type was introduced over at the SEC hearings. 
I have never read it. 

Senator Krrauver. This inadvertently fell into the hands of some- 
body, and this is the first time we were able to find out about Mr. 
Wenzell, just recently, this year. 

But Mr. Seal in writing up his memorandum of the meeting at the 
Bureau of the Budget went on to say: 

Those present at the Bureau of the Budget included Mr. Wenzell, Mr. Mc- 
Candless, Mr. Schwartz, Mr. Warner, Mr. Pilcher, Mr. Donnelley, Mr. Grahl, and 
the undersigned. 

He thought Mr. Wenzell was of such importance that he put him 
before Mr. McCandless. 

Mr. Cook. I am not responsible for his actions, sir. 

Senator Krravver. Isn’t it rather strange that the Ebasco man 
would think he was of such importance, he put him first, and you 
thought he was of such little importance that you allowed him to be 
stricken out? 

Mr. Cook. It all probably depends on what was discussed in your 
reaction to the individual at the time the meeting took place. 

If I attend the meeting and there are quite a few people there and 
only 2 or 3 people carried the weight of the meeting, those are the only 
names I usually list, if I make any notation of it at all. 

Senator Kerauver. You knew that Mr. Wenzell represented the 
Bureau of the Budget ? 

Mr. Coox. That was my impression; yes. 

Senator Krrauver. How do you account for Admiral Strauss 
thinking he represented the First Boston Corp. ? 

Mr. Cook. I cannot explain that, sir. 

Senator Krrauver. You know that Admiral Strauss thought he 
was rather important because he said in his testimony before the 
joint committee that he placed reliance upon what Mr. Wenzell had 
tosay. You knew that, didn’t you? 

Mr. Coox. I haven’t read that testimony. 

Senator Kerauver. Now, Mr. Cook, when Mr. Wenzell’s name and 
Mr. Miller’s were stricken out, were they marked through on the rough 
draft of the chronology ? 

Mr. Coox. No, sir. 

Senator Krrauver. They weren’t marked out with a pencil? 

Mr. Coox. Through with a pencil ? 

Senator Kerauver. Yes. 

Mr. Coox. No, sir. 

Senator Krrauver. How did you strike them out, just leave them 
out the next time it was typed ? 

Mr. Cook. Circled them. 

Senator Kerauver. Circled them with a pencil? And you did that 
in the office of the Bureau of the Budget ? 

Mr. Cook. I don’t think I did, sir. I think I did it in my own office. 

Senator Krravuver. Was Mr. McCandless there at that time? 

Mr. Coox. No, sir. 

Senator Kerauver. You talked with him on the telephone? 
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Mr. Cook. I did. 

Senator Krrauver. He suggested that they be left out, and you 
circled them out, is that correct 4 

Mr. Cook. I circled them; yes. I didn’t cross them out or anything, 
just circled them. 

Senator Lancer. That doesn’t answer the question. 

Senator Keravver. You circled them ? 

Mr. Cook. Yes, sir. 

Senator Kerauver. Then when did they get stricken out? 

Mr. Coox. They were stricken out to the ‘best. of my knowledge in 
the first or the second draft that we prepared, that is, the consolidated 
draft. 

Senator Kerauver. Mr. Cook, when Senator Hill made his speech 
here in February of this year complaining that Mr. Wenzell had been 
a secret representative here in a dual capacity and made quite a stir 
about it on the floor of the Senate, you were aware of that, weren’t 
you? 

Mr. Coox. I think I was. I don’t distinctly remember. 

Senator Kerauver. You remember when the big fuss came up some 
time in February about Mr. Wenzell’s position in this matter. What 
did you do then to make the matter public? 

Mr. Cook. I didn’t doa thing. As far as I was concerned, I didn’t 
consider him very important. He had nothing to do whatsoever as 
far as I was concerned in the negotiations that took place that re- 
sulted in the final contract. 

Senator Krrauver. Did you talk with Admiral Strauss or Com- 
mission members about whether there should be a revelation made of 
the true chronology ¢ 

Mr. Coox. No; I did not. 

Senator Krrauver. You didn’t bring it to the attention of Mr. 
Fields or General Nichols? 

Mr. Coox. I did not bring it to the attention of Mr. Fields. 

Senator Kerauver. Did you bring it to the attention of General 
Nichols? 

Mr. Coox. I did not. 

Senator Kerauver. You didn’t say anything to anybody about it? 

Mr. Coox. General Nichols was aware that they were stricken from 
the chronology that was finally issued. 

Senator Kerauver. Did he agree to that? 

Mr. Cook. He did. 

Senator Keravuver. Well, now just when did you talk with General 
Nichols about it? 

Mr. Cook. On the day that the first draft came out without their 
names. 

Senator Kerauver. You mean after Mr. McCandless suggested you 
leave them out, you took it up with General Nichols to see if he would 
agree? 

Mr. Cook. To see if it was acceptable to him. 

Senator Kerauver. And he said it was acceptable ? 

Mr. Cook. I think he said this, and this is a long time to remember 
back, that “as far as I am concerned, I see no objection to taking them 
out. I see no objections to leaving them i in.” 

Senator Keravuver. In other words, the Bureau of the Budget, if it 
wanted it done, it was all right with him. 
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Mr. Cook. Well, it must have been. The final decision was to leave 
them out; yes. 

Senator Kerauver. Have you had any conversations with anybody 
in the White House about this entire matter ? 

Mr. Cook. Yes. During the course of the events leading up to 
the contract, I think on several occasions I have made explanations of 
various provisions of the contract, things of that kind. 

Senator Kerauver. Who to in the White House? 

Mr. Cook. I would have to refresh my memory. I don’t go there 
very often. 

Senator Keravuver. Well, did you go over there to make explana- 
tions about it? 

Mr. Cook. As I recall; yes. 

Senator Keravuver. You don’t remember who it was you talked 
with ? 

Mr. Cook. I have talked to so many people about this contract, I 
can’t keep track of it. 

Senator Kreravuver. Well, Mr. Cook, it is an occasion to go to the 
White House. Who did you talk with when you went over there? 

Mr. Coox. I would have to see if I have some notes or anything. 
I really don’t know. 

Senator Kerauver. Mr. Cook, I don’t want to be 

Senator Butter. Do you want him to guess or do you want him 
to testify? He said he would like to refresh his recollection. 

Senator Keravuver. Let’s see, do you mean to tell us here you don’t 
know anybody in the White House you talked with when you went over 
there? 

Mr. Coox. No; I didn’t say that, sir. I said there were quite a 
few people there, and I don’t recall. 

Senator Keravuver. You don’t recall all of them, but who do you 
recall? Mr. Morgan, Mr. Adams? Who do you recall? 

Mr. Cook. I would like the opportunity to try to refresh my 
memory. 

Senator Kerauver. You can refresh your memory on the number 
of them, but do you recall anyone you talked with? Did you talk with 
the President ? 

Mr. Cook. I did not. 

Senator Kerauver. Well, did you talk with Mr. Adams? 

Mr. Coox. I don’t recall that I talked to Mr. Adams. 

Senator O’Manoney. Did you see him? Have you ever seen him 
at all? 

Mr. Coox. Yes. 

Senator O’Manonry. Have you ever talked with him? 

Senator Butter. On this matter or anything? 

Senator O’Manoney. Anything. 

Mr. Cook. Yes; I believe I have. 

Senator O’Manoney. Would you forget him if you talked with him 
about this matter ? 

Mr. Cook. I don’t think I would. 

Senator O’Manoney. Then do you wish to give a definite answer to 
the chairman’s question ? 

Mr. Coox. I do not, because I don’t recall talking to Mr. Adams 
about this contract. 

Senator Anverson. Did you talk to Jerry Morgan? 
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Mr. Cook. Yes; I believe I have. 

Mr. Krerre. Can’t hear your answer. 

Mr. Coox. Yes; I believe I have. 

Senator Anperson. Mr. Cook, in the chronology that was supplied 
in the letter of July 21, dated July 19, did you prepare that chro- 
nology’ ‘These are the admitted items. 

Mr. Cook. The letter to Senator Kefauver ? 

Senator Anprerson. Well, I hi: appen to have the one that was ad- 
dressed to me, but the ¢ hronology is the same. 

Mr. Coox. | prepared it. 

Senator ANpERsON. On what did you base the material contained 
under date of December 2, the very first item where it says: 

Mr. Williams called Mr. McAffee and arranged a meeting with him. 

Did you read the whole memorandum in the AEC? 

Mr. Coox. There is no memorandum in the AFC on that. It is a 
one-line item in the records, and it is quoted verbatim. 

Senator AnpeRrson. The same on the 11th of December where it 
says: 

Mr. Williams called Mr. McCandless. 

Mr. Coox. That is verbatim. 

Senator Anperson. I don’t question that. It is just different from 
Mr. Williams’ remembrance, that is all. 

Mr. Coox. This was taken from his records. 

Senator Krrauver. Senator Langer, do you have some questions? 

Senator Lancer. Yes. He said he went to the White House on sev- 
eral occasions. I would like to know why he went over there the first 
time on this matter. 

Senator Krerauver. Can you gee Senator Langer’s question ? 

Mr. Coox. No, sir; I cannot. I don’t recall. 

Senator Kerauver. Ile asked you why you went over there. 

Mr. Coox. Oh, why. I thought he said when. I think the first time 
had to do with answering some questions concerning the status of nego- 
tiations of the various provisions of the contract. 

Senator Lancer. Who asked you? 

Mr. Cook. I don’t recall. 

Senator Lancer. How long were you over there? 

Mr. Cook. A very few minutes. 

Senator Lancer. Would you call it 60 minutes, 70 minutes, 80 min- 
utes ¢ 

Mr. Cook. No. Less than a half hour, as I recall. 

Senator Lancer. Your memory is clear on that. What room were 
you in? 

Mr. Coox. I haven’t the slightest idea. 

Senator Lancer. When you went over there a second time, what did 
you go over there for? 

Mr. Cook. It was in connection with some phase of the contract or 
information leading to the contract. 

Senator Lancer. How long were you over there that time? 

Mr. Coox. I don’t recall, sir. 

Senator Lancer. Did Mr. Dixon and Mr. Yates go with you? 

Mr. Coox. Never. 

Senator Lancer. How long were you over there the third time? 

Mr. Coox. I just honestly can’t recall. 
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Senator Lancer. How long were you over there? 

Mr. Coox. Anywhere from 10 to 30 minutes. 

Senator Lancer. Why did you go over there ? 

Mr. Coox. The only time I have gone over there is in connection 
with this matter, has been for some question that was raised with 
regard to the matters leading up to the contract or the contract. itself. 

Senator Lancer. Who asked you over ? 

Mr. Coox. I think on 1 or 2 occasions Mr. Strauss did. On 1 or 
2 occasions Mr. Hughes did. 

Senator Lancer. What did they say to you when they asked you to 
go over there? 

Mr. Coox. As I recall, they said that there were some questions 
involved concerning some phase of the contract, and asked me to 
come over and answer them. 

Senator O’Manonery. Do I understand that Admiral Strauss and 
Mr. Hughes were at the White House ? 

Mr. Coox. I think 

Senator O’Manonry. Are you telling us that they asked you to 
come to the White House? 

Mr. Cook. Yes. 

Senator Burier. Is there anything unusual about that, Senator, 

asking a man who is handling the contract and they were to talk to 
somebody in the White House, is there any reason why the Executive 
shouldn’t communicate with other agencies of the Government? 

Senator O’Manonry. We are dealing with much more than the 
executive branch. We are dealing with an Atomic Energy Commis- 
sion which is set up under a special law which makes it subject to a 
Joint Committee upon Atomic Energy, and makes it liable to report, 
and we are dealing with a Securities and Exchange Commission, 
which is a quasi- judici ial body, altogether outside of the se ope of the 
purely executive administration of the law. 

Senator Butter. Are you suggesting Mr. Cook had anything to do 
with the Securities and Exchange Commission ? 

Senator O’Manoney. Mr. Cook has just testified that he went over 
to the White House because some questions were raised. 

Senator Butter. Is there anything unusual about that ? 

Senator O’Manonry. I think there is. 

Senator Burier. What is unusual about it? 

Senator O’Manonry. What were the questions? Senator Butler 
would like to know. 

Senator Butter. I don’t want to know anything about it. I just 
want to know what was so unusual about it. During the hearings in 
the recent past I have never seen anybody so desirous of saying that 
the Executive orders must be lived up to and nobody can know what 
is going on in the Executive part. Now why all the change of heart? 
Since when have you fellows turned over so fast? What’s it all about? 

Senator O’Manonry. There has never been any turnover so far as 
IT am concerned. 

Senator Burrer. There has been a turnover a lot on your part. 

Senator O’Manoney. You are just making a diversionary charge. 
Let’s stay with the record. 

Senator Butter. I am staying with the record. I say you fellows 
have zealously protected the r ights of the Executive to transact Execu- 
tive business. 
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Senator O’Manonry. And I will continue zealously to protect the 
interests of the Executive when the Executive stays within its const) 
tutional powers. 

Senator Butter. That is your guess. 

Senator O’Manoney. It is no guess at all. 

Senator Kerravuver. It is relevant also because no White House 
meetings seem to ever have gotten in the chronology either. 

Senator O’Manonry. Mr. Cook said that certain questions were 
raised. What were those questions about the contract 

Mr. Cook. I don’t recall the exact questions, sir, but as I recall, 
the meetings in the White House were covered in the Bureau of the 
Budget’s chronology. 

Senator O’Manoney. Let it be written in the record, Mr. Chair- 
man—— 

Senator Krrauver. This meeting with Admiral Strauss and Mr. 
Hughes in the White House—did you say that ? 

Senator O’Manoney. Ie is not sure about it. 

Mr. Cook. I said I have met with Mr. Strauss and Mr. Hughes in 
the White House. 

Senator Kerauver. About this matter? 

Mr. Cook. Yes. 

Senator Kerauver. Are they all covered in this chronology ? 

Mr. Coox. I would have to check, sir. I don’t know. I do know 
some of the meetings are covered. 

Senator O’Matonry. Mr. Chairman, I would rather like to state 
for the record on behalf of the citizens of the United States, young 
and old, pouring into this Capitol day after day to see how their 
Government works, asking to be permitted to go to the White House 
and to see offices in the White House, here we have before us a witness 
who holds a dignified position in the Atomic Energy Commission. 
He says he went to the White House but it makes no impression 
upon his mind. 

Senator Kerauver. Well, I think in fairness, he said he did remem- 
ber Mr. Morgan. 

Senator O’Matronry. Yes, we commend him for acknowledging 
that, sir. 

Mr. Coox. It was just another day, another job as far as I was 
concerned. 

Senator Lancer. When is the fourth time you went over? Who 
asked you then ¢ 

Mr. Cook. I don’t know how many times I was over, sir. I gave 
a guess. 

Senator Lancer. You mean you went so many times you don’t 
remember # 

Mr. Cook. No, sir. 

Senator Lancer. May it have been 6 times, 7 times, 8 times? 

Mr. Coox. No, I am sure it wasn’t that many. I would judge 3 
or 4 times. 

Senator Lancer. Who invited you over the first time ? 

Mr. Coox. My memory isn’t that good, sir. 

Senator Lancer. Who invited you over the second time ? 

Mr. Cook. I do know that once or twice I was invited by Mr. Strauss 
and once or twice in Mr. Strauss’ or Mr. Nichols’ absence, I was invited 
by Mr. Hughes. 
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Senator Lancer. You don’t know what room you met in? 

Mr. Cook. I do not. 

Senator Lancer. Do you remember what was said ? 

Mr. Coox. No. Ido recall that we talked about various provisions 
of the contract or data related to the contract. 

Senator Lancer. Was the Von Tresckow matter ever mentioned? 

Mr. Coox. What matter is that, sir? 

Senator Lancer. Walter von Tresckow matter. 

Mr. Cook. To the best of my knowledge, it was not. 

Senator Lancer. That is all, Mr. Chairman. 

Senator Keravver. Can you refer to any chronology where there is 
any meeting in the White House? 

Mr. Coox. I think it is in the Bureau of the Budget chronology, 
sir. 

Mr. Keerre. Would you point it out? 

Mr. Coox. I will try to. I haven’t loked at it for some time. 

Without taking the time to look through it, in the introduction of 
the Bureau of the Budget, as I recall, he tried to present a summary 
there, and I do know that on June the 14th 

Mr. Keerre. June 14, 19544 

Mr. Cook. Yes; there was an entry, wasn’t there? 

Mr. Keerrre. That is a meeting of the President with the congres- 
sional leaders, Mr. Hughes and Mr. Strauss. 

Senator Kreravuver. Well, we can all examine it, but I don’t find 
any meetings of you in the White House, Mr. Cook. 

Senator Anperson. He edited out Miller and Wenzell, and they 
edited him out at the White House. 

Senator Keravuver. Mr. Cook, did you take this up with Admiral 
Strauss about leaving out Wenzell’s name? 

Mr. Cook. I do not recall that I ever did. 

Senator Krravuver. Do you know whether it was taken up? 

Mr. Coox. I do not know. 

Senator Anperson. Did you take it up with General Nichols? 

Mr. Coox. I did. 

Senator AnpErson. And he approved it? 

Mr. Coox. That’s right. 

Senator Anperson. I am talking about General Nichols, the former 
manager. You discussed it with him and General Nichols approved 
the elimination of these names? 

Mr. Coox. That is my memory; yes. 

Senator Kreravver. Senator Langer. 

Senator Lancer. I would like to know who went with you when 
you went to the White House? 

Mr. Coox. I think on several occasions I went alone and several 
T went with Mr. Strauss. 

Senator Lancer. You have got two “severals” in there, now. 

Mr. Coox. I said approximately 4 visits, and there were 2 “severals” 
out of the 4. 

Senator Lancer. Who went with you the first time? 

Mr. Coox. I can’t recall that, Senator. 

Senator Lancer. Do you remember who went with you the second 
time, the third time, the fourth time? 

Mr. Coox. I either went alone, as I recall, or with Mr. Strauss. 
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Senator Lancer. Did you go with anybody else? Was Mr. Wen- 
zell ever there when you were there / 

Mr. Coox. He was never there when I was there. 

Senator Lancer. Mr. Miller? 

Mr. Cook. He was never there. 

Senator O’Manoney. Well, when you went over with Admiral 
Strauss to the White House, whom did you go to see? 

Mr. Coox. As I recall, I went there one day and didn’t see any- 
body. I was just standing by in case they needed me to answer 
questions. 

Senator O’Manonery. Just you and Strauss went over there and 
you stood around cooling your heels? 

Mr. Coox. That’s right: 

Senator O’Manoney. Where did he go? 

Mr. Coox. He met with people over at the White House. 

Senator O’Manoney. Did you see him go—— 

Mr. Coox. I think it is covered in the Bureau of the Budget agenda, 
the administration leaders. 

Senator O’Manoney. I am not so much interested in asking you to 
testify what is in the agenda, because that is before us in ‘print. 

Mr. Kerrre. Could you tell us the whereabouts i = the agenda, or 
the c hronology of the Bureau of the Budget, that is? 

Mr. Coox. Yes. I think it is on the 15th. 

Mr. Keerre. The 15th of June? 

Mr. Cook. Yes. 

Senator O’Manoney (reading) : 

Mr. Hughes presented to the President for his approval proposed letters to 
AEC and TVA advising these agencies of the President’s decision. 

Is that the occasion that you went over with Mr. Hughes? 

Mr. Coox. As I recall, I think that is one occasion 1 was there, 
yes. 
~ Senator O’Manoney. Well, did you go with Mr. Hughes or with 
Mr. Strauss on this occasion ? 

Mr. Cook. On that occasion with Mr. Strauss. 

Senator O’Manoney. And what were you expected to do? 

Mr. Cook. In case any questions arose, 1 was expected to try 
answer them. 

Senator O’Manoney. Did any questions arise? 

Mr. Coox. They did not. 

Senator O’Manoney. I observe this chronology says 

Mr. Hughes presented to the President certain proposed letters to AEC and 
TVA advising these agencies of the President’s decision. 

Now, were you consulted about those letters at all? 

Mr. Coox. I was not, no. 

Senator O’Manoney. So that you just went over and cooled your 
heels on this one? 

Mr. Coox. That’s right. 

Senator O’Manoney. You didn’t see the President? 

Mr. Coox. No. 

Senator O’Manoney. Did you see Mr. Adams? 

Mr. Coox. I probably did. There were a lot of people that went 
into the meeting. I don’t recall. 
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Senator O’Manoney. Oh, there was a large meeting / 

Mr. Cook. Yes. 

Senator O’Manonry. Did you go into the meeting / 

Mr. Coox. I did not. 

Senator O’Manoney. Did you play a major part in the conference, 
in drafting—— 

Mr. Coox. I played no part whatsoever in any policy decision that 
led up to the proceeding. My sole job was to negotiate a contract, 
which I did. 

Senator O’Mauonry. You did negotiate the contract ? 

Mr. Coox. I did. 

Senator O’Manonry. And you just testified you went over there to 
answer any questions about the contract that might arise, and now 
you are saying that no question arose. 

You say all these people that went in, you saw them going in, but 
you were excluded, you, the negotiator, were excluded, right / 

Mr. Cook. That was prior to the start of negotiations of the con- 
tract, sir. 

Senator O’Manoney. My dear sir, I am just trying to clarify your 
testimony given to Senator Langer, in which you said in explanation 
of your going to the White House that certain questions were raised, 
I tried to find out what the questions were. You don’t remember. 

We asked you who called you. Your first answer was that you 
were called by Mr. Strauss and Mr. Hughes. Then Lasked you if they 
were in the White House, and called you over there, and you were 
uncertain about that. 

Then a little bit later you testified that actually vou went over to 
the White House with these two gentlemen. 

Mr. Cook. If I said that, I was in error, sir. The first statement 
was right. Ido recall going once with Mr. Strauss. 

Senator O’Manoney. Going with him now? 

Mr. Coox. Yes, that’s right. 

Senator O’Manonry. Do you recall going with him on more than 
one occasion 4 

Mr. Coox. I said I thought I went with him on two different 
occasions. 

Senator O’Manonry. And how about Mr. Hughes? Did you go 
with him 4 

Mr. Cook. I did. 

Senator O’Manonry. How many times? 

Mr. Cook. I think two times. 

Senator O’Manonry. Now you speak of four times. 

Mr. Cook. That’s right. 

Senator O’Manoney. And you are very definite about everything 
else. You are vague in your mind as to why you went. 

You have no answers to questions as to what you were asked, if you 
were asked anything. And yet you are the man who negoti: ited ‘the 
contract. And the last time I dealt with this, you said that this was 
before the contracts were negotiated. 

Mr. Coox. The staff was not authorized to proceed with negotiating 
of the contract until, as I recall, the 30th of June, and the date that I 
indicated that, I thought I attended was on the 14th. 
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Prior to that time we had received proposals, studied the problem 
and made various analyses, and it was with respect to those things that 
| was prepared to answer questions on. 

Senator OManonry. But the question never arose. 

Mr. Cook. In this one meeting that I described they never arose. 

Senator O’Manonry. Well, did they arise in any of the meetings 
vou had at the White House ¢ 

Mr. Cook. Yes, they did. 

Senator O'Manoney. <All rights now, what were those meetings / 

Mr. Cook. I submit, sir, that I do not recall the dates of the meet- 
ings, nor the specific questions that were raised. I do recall explaining 
various phases of the possible arrangement and e discussions as of 
that time concerning those arrangements. 

Senator OManoney. In the White House, you explained that / 

Mr. Coox. That’s right. 

Senator O’Manonrey. To whom ? 

Mr. Cook. I have asked for permission to refresh my memory. 
don’t recall. 

Senator O’Manioney. I hope you will refresh your memory. Now, 
we have gotten you away from your original statement that no ques- 
tions were asked of you at any time. Now, you have testified that 
you did. 

Mr. Coox. Tam quite sure I didn’t say that, sir. 

Senator O°Manonry. I don’t want to misunderstand you and I don’t 
want to misrepresent you. 

But, I would like to have the record speak for itself, and I hope you 
will take the time now to refresh your recollection and tell the com- 
mittee what the substance of the conversations regarding this very 
important contract were, both before and after it was negotiated. 
with whom you discussed it, and what was said and done about it. 

Here we are dealing with a contract that finally turned out author- 
izing the construction of a plant costing more than $100 million, and 
commonsense would seem to indicate that it all made a very vivid 
mark on your recollection. But check your records. 

Senator Krrauver. Let Mr. Keeffe, the counsel of the committee, 
know in the morning who it was after you have refreshed your recol- 
lection, th: at you talked with down at the White House. 

Mr. Coox. I will check and see if I made any longhand notes, so 
that I can. 

Senator Kerauver. Senator Anderson. 

Senator Anprerson. I just want to ask one final question here on 
this item of April3. Get your letter there. 

Mr. Ccox. Which letter do you have, sir? 

Senator O’Manonry. The Fields letter. 

Mr. Coox. The letter to you? 

Senator Krrauver. The paragraphs of that letter are the same. 

Senator ANDERSON. Paragraph (f) in the Fields letter, the part 
starting, “April 3, 1954,” the date of his last visit to the Commission. 

I have just gone to my office and looked at a memorandum that I 
have as to what possibly could have been on that memorandum. 
Would you look at it, and see if the memorandum is almost identical, 
except for a very few words? 

Mr. Coox. I will. 
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Senator Anperson. Do you think it is identical ? 

Mr. Coox. No; I am sure there are some changes. 

Mr. Keerre. Can’t hear you. Can’t hear the answer of the witness. 

Mr. Coox. I am sure that it is not verbatim. 

Senator Anperson. Do the changes affect the real sense of what 
took place? 

Mr. Coox. None whatsoever. 

Senator Anprerson. Therefore, what is here can be regarded, even 
though it is not in exact language of the memorandum, as an accurate 
~tatement of what is covered in that memorandum. 

Mr. Coox. That’s right, sir. 

Senator Krrauver. Why is it we can’t get the memorandum, Mr. 
Cook, if just an inconsequential matter is left out ? 

Mr. Coox. The only answer that I can give to that, sir, I believe 
[ am under the same instructions as the general manager. 

Senator ANpEerson. I merely wanted to cov er, Mr. C thairman, that 
if the language is about the same, that the meaning is exactly the 
same, if everything i is there, and I have done a little checking and I 
believe I can ‘testify that that is true; then why don’t we have “it 4 

I have requested, I will say, in another capacity as Chairman of 
the Joint Committee; I have sent a letter to the Commission request- 
ing it. I hate to take that route as against this route, because this 
committee is doing a good job with it. 

But nonetheless, General F ields, you will have my letter in the 
morning asking for the production of it, and I am frank to say that 
if the sense is not disturbed, if everything in it is here anyhow, there 
isn’t much point in keeping it from us. 

Senator Krrauver. I hope you have success. 

Senator Anperson. May I ask another thing, General Fields? I 
have examined what I call the Williams memorandum. What I call 
the Williams memorandum does not make any reference to pilots, as 
I remember it, and I have refreshed my memory. 

I wonder if we could have the Williams memorandum provided to 
us tomorrow. It is a part of the chronology. 

The testimony is here that everything is in this from the Williams 
memorandum, and I think I would agree to it, and I say to you that 
I think there is a difference between the office notes that Mr. Wil- 
liams’ secretary kept and the memorandum that he prepared as he left 
office to bring members of the Commission up to date as to the prog- 
ress of negotiations. 

Because everything that is in here is in the Williams memorandum 
almost verbatim. 

Senator Kerauver. You are asking that it be provided to you as 
chairman of the Atomic Energy Committee? 

Senator Anperson. I would prefer to have it provided here. If 
it doesn’t come her re, Mr. Chairman, then I will try the other route. 

Mr. Fretps. Do you know the date of that, sir? 

Senator Anperson. January 31, as near as I can come to it. It was 
just as he was leaving office. 

Senator Krerauver. Now, we are anxious to recess as soon as possi- 
ble. 

Senator Lancer. May I be permitted to ask a question ? 

Senator Kerauver. Yes, Senator Langer. 
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Senator Lancer. In preparing this contract, who were your at- 
torneys? With whom did you consult ? 

Mr. Coox. The General Counsel’s office of the Atomic Energy 
Commission. 

Senator Lancer. Did you ever submit the contract to Attorney Gen- 
eral Brownell ? 

Mr. Coox. Yes. 

Senator Lancer. When / 

Mr. Coox. It was in October or November of 1954. 

Senator Lancer. What were the circumstances that you did that ? 

Mr. Coox. Well, the contract was submitted to the General Account- 
ing Office and, as I recall, the Attorney General’s office. It was re- 
viewed by the Federal Power Commission. 

Senator Lancer. Was that before the contract was signed ? 

Mr. Coox. I think it was; ves. 

Senator Lancer. Before it was signed. What did Mr. Brownell 
say about it? 

Mr. Cook. I am pretty sure it was. I will have to check to make 
sure. 

Senator Langer. What did Mr. Brownell say about it when you 
presented it to him 4 

Mr. Cook. All of the responses that we received were such that the 
Commision felt free to go ahead and sign the contract. 

Senator Lancer. Did Mr. Brownell give you the opinion in writing, 
or an oral opinion 4 

Mr. Cook. As I recall it, it was in writing. 

Senator Lancer. Mr. Chairman, I should like to have the opinion. 
Ifow many opinions did Mr. Brownell give you? 

Mr. Coox. The opinion of the Office of the Attorney General was 
incorporated or made a part of the appendixes to the contract. It is 
dated October the 20th. 

In addition, the Comptroller of the United States, he reviewed the 
contract. His opinion is dated December the 13th. 

Senator Lancer. But he was consulted before that, was he not? 

Mr. Coox. Yes, and here is one dated on December the 2d from the 
Comptroller General. They are a part of the information at the back 
of the contract, and it should be contained in the record of the Joint 
Committee. 

Senator Krrauver. Senator Langer, if there are other opinions 
from the Attorney General, do you request that? 

Senator Lancer. All opinions that he gave are to be presented to 
the committee, Mr. Chairman. 

Senator Kerauver. Will you consider that request, that other opin- 


ions of the Attorney General with reference to this contract be made 
available to this committee ? 


Anything else, Senator Langer ? 

Senator Lancer. I would like to know if opinions of any other 
lawyers were secured, and who they were from. 

Senator Keravuver. Senator Langer would like to know, and the 


committee will request, that you ascertain if opinions of other lawyers 
were secured. 


Mr. Coox. No lawyers outside of the Commission. 
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Senator Kerauver. Mr. Fields is making a note of it, and if there 
are opinions from other lawyers with reference to this contract, we 
would like to have copies and who they are from. 

Now, I would like to ask Mr. Cook—Mr. Keeffe, you wanted to ask 
Mr. Cook about the August 3 meeting with the Securities and 
Exchange Commission. 

Mr. Krerre. Mr. Cook, at this table yesterday we had testimony 
that on August 3, 1954, Mr. Demmler, the then Chairman of the SEC, 
and Mr. Armstrong and Mr. McDowell went to confer with Mr. Camp- 
bell at his office in the Atomic Energy Commission, and you heard 
your counsel, Mr. Mitchell, testify as to that meeting. 

Would you tell us what you recollect was said and done at that 
meeting # 

Mr. Cook. I have nothing to add to Mr. Mitchell’s testimony. 

Mr. Krerre. Can you tell in your own words what you understand 
was said and done at that meeting? 

Mr. Cook. Well, as I recall various problems that possibly would 
confront the SEC, when the MVGC Co. filed, were discussed, more 
in the nature of information to us. There was no action required on 
our part at all. 

Mr. Krerre. Who initiated that meeting, Mr. Cook ? 

Mr. Cook. I don’t know, sir. 

Mr. Keerre. Did Mr. Campbell call it or did Mr. Demmiler call it ? 

Mr. Cook. I do not know. 

Mr. Keerre. Was there discussion of the capital structure of the 
Mississippi Valley Generating Co. ? 

Mr. Cook. Yes; there was. 

Mr. Kerrre. Was there discussion as to whether it could be ap- 
proved as an integrated——— 

Mr. Coox. No, sir; not that I recall. 

Mr. Kerrre. By the SEC? 

Mr. Cook. I don’t recall that detail. 

Mr. Krerre. There was no discussion of SEC action with respect 
to it; is that what you want us to believe? 

Mr. Cook. No; no. You asked mea specific point. I said I didn't 
recall, 

Mr. Kerrre. What discussion, if any, was there with respect to the 
Securities and Exchange Commission and that contract ? 

Mr. Coox. As I recall, all they did was tell us some of the problems 
that they may be faced with when the MVGC filed and hearings were 
held. It called for no action on our part at all. It was more or less 
» matter of information to us. 

Senator Kerauver. Well, what were those problems ? 

Mr. Cook. The only one that I can recall offhand was the ratio of 
equity to debt. 

Senator Lancer. Who was “they”! 

Mr. Cook. As I recall, Mr. Mitchell himself, Mr. Campbell, Mr. 
Demmier, and the man’s name which you mentioned. 

Mr. Keerre. Mr. McDowell ¢ 

Mr. Coox. I think so; yes. 

Mr. Krerre. Who is head of the Division of Corporate Regulation 
of the SEC? 

Mr. Cook. Yes. 

Mr. Kererre. And still 
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Senator Krrauver. Mr. Cook, they told you you had to get this un- 
der national defense in order to get it approved by the SEC; didn’t 
they ¢ 

Mr. Cook. I don’t recall that, 

Senator Kerauver. Wasn't that the substance of the conversation, 
that you had to bring the Atomic Energy Commission in in order to 
bring it under the OVEC and EEI opinions? 

Mr. Cook. I don’t recall it, sir. 

Mr. Keerre. It was a condition of the contract that it had to be 
approved by the SEC; wasn’t it ¢ 

Mr. Coox. That’s right. 

Mr. Kererre. Was this conference designed to find out how it could 
Le approved by the SEC? 

Mr. Coox. No. As I recall, the contract approval by the SEC 
not a condition to the contract. It is one of the steps that is listed 
that the company had to go through: yes. 

Mr. Keerre. It was a step they had to go through before they got 
$120 million; wasn’t it / 

Mr. Cook. That’s right. 

Mr. Krrrre. So there was no money available to the Mississippi 
Valley Generating Co. unless the SEC approved the contract; is that 
right ¢ 

Mr. Coox. That’s right. 

Mr. Krerre. And at this meeting of August 3, 1954, it was designed 
to ascertain how, when, and under what conditions the SEC could 
upprove such a contract ¢ 

Mr. Cook. I don’t recall that. 

Mr. Keerre. What do you recall? 

Mr. Coox. What I have told you. 

Mr. Krerre. You think the conference concerned only a discussion 
of the disproportion of debt to capital ? 

Mr. Cook. No. There were other things discussed, but I don't 
recall them now. 

Mr. Kerrre. You just don’t remember ? 

Mr. Cook. That’s right. 

Senator Kerauver. Did you make a memorandum of the meeting? 

Mr. Cook. I did not. 

Senator Krrauver. Why didn’t you include that in your chronol- 
ogy? This was August 3, and your chronology came out August 21. 

Mr. Coox. That is just one of the things in the bustle—— 

Senator Keravver. The truth is, Mr. Cook, you didn’t want the 
public to know that you and the SEC were meeting in secret, trying 
to make arrangements for the presentation of this case so that they 
would approve it; did you? 

Mr. Coox. In my memory, sir, that was not the purpose of the 
meeting. 

Senator Kerauver. There was a discussion about the ratio of debt 
and capital, discussion about the atomic-energy aspects, discussion 
about the OVEC and EEI decisions, all with a view of enabling you 
to present the case to the SEC in such a way that it could get their 
approval. 

Mr. Cook. We did not present the case to the SEC. The MVGC 
did, and we held no discussions with anybody after the meeting we 
had with the SEC. 
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It was purely an informative meeting, as I recall, and we in no 
way discussed it with anybody else, let alone the representatives 
of MVGC. 

Senator Kreravver. Well, you wanted the contract approved. You 
wanted the financing approved by the SEC; didn’t you? 

Mr. Coox. That was one of the steps that was necessary for the 
plant to be built to produce power that was required. 

Senator Kerrauver. Well, you, the Atomic Energy Commission, 
wanted the contract approved by the SEC; isn’t that correct—wanted 
the financing approved by the SEC? 

Mr. Coox. I wouldn’t put it that way, sir. We realized that the 
SEC is an independent agency, would receive the application and 
hold hearings. 

Senator Kerauver. Anyway, you had an interest in the final con- 
summation of the contract and the building of the plant, didn’t you / 

Mr. Cook. Oh, yes. 

Senator Kerauver. And there could be no final building of the 
plant under section 8.14 or 8.15 of the contract—that is, providing 
there had to be approval by the regulatory bodies—until the SEC 
approved the financing. That’s right; isn’t it? 

Mr. Cook. That’s right. 

Senator KEravver. So you were meeting there together with the 
SEC to see how the agency which was going to approve the financing 
could do it, and they were making suggestions to you and you were 
making suggestions to them. 

Mr. Cook. Senator, in my recollection of that meeting, all they did 
was tell us of the problems that might be involved. They asked us 
to do nothing. We did nothing. ‘We discussed the meeting with 
nobody subsequently. 

Senator Kerauver. You had your lawyer there? 

Mr. Cook. Yes. 

Senator Ker;cver. How many of the meetings did you have with 
Mr. Demmler or Mr. McDowell ? 

Mr. Kererre. Or Mr. Armstrong? 

Mr. Coox. Right now that is the only one that I recall. 

Senator Kerauver. Meetings or conversations with them. Did you 
call them on the phone, talk with them 4 

Mr. Cook. I never did; no. 

Senator Kerauver. Do you know of any other meetings you had 
with them ? 

Mr. Coox. I honestly don’t recall any right now. 

Senator O’Manonry. Did you see them at any meeting in the 
White House or elsewhere, or any one of them, in which this “problem 
was discussed ? 

Mr. Coox. I discussed, I had conversations with them prior to my 
appearances before the SEC, of a general nature. 

Senator Krrauver. You had conversations with whom, prior to 
your appearance 4 

Mr. Cook. Well, when we went over the building before IT went on 
the stand, I said “Hello” and shook hands. That was about it. 

Senator Keravuver. Tell us about any other part of it. Did you 
discuss your testimony with him? 

Mr. Coox. None whatsoever. 





POWER POLICY 725 


Senator O’Manonry. My question, Mr. Cook, was whether in any 
of these meetings which you have previously described, some of which 
were at the White House and some were elsewhere, where others in 
addition to yourself were present, did you ever see anybody of the SEC 
present ¢ 

Mr. Cook. I think there was one meeting; yes. 

Mr. Kerrre. When was it? 

Senator O’Manonery. What was that meeting? 

Mr. Coox. I don’t recall the day, sir. 

Senator O’Manonry. Where was it? 

Mr. Cook. It was in one of the rooms in the White House, in the 
office. 

Senator O’Manonry. Do you know what was discussed ? 

Mr. Cook. I think the same subject. 

Senator O’Mauonry. Was Mr. Morgan there? 

Mr. Coox. I don’t recall whether he was or not. 

Senator O’Manonry. Was Mr. Adams? 

Mr. Coox. No; he was not there. 

Senator O’Mauoney. Do you recall any of the other individuals who 
were there? Was Mr. Strauss there? 

Mr. Coox. No, sir. 

Senator O’Manonry. Was Mr. Hughes there? 

Mr. Krerre. Can’t hear you, Mr. Cook. 

Senator O’Manonry. He hasn’t answered yet. 

Mr. Coox. Mr. Strauss was not there as I recall. Mr. Mitchell and 
myself were there. 

Senator O’Manonry. Was Mr. Hughes there? 

Mr. Coox. I think he was. 

Senator O’Mauonry. Was Mr. Wenzell there? 

Mr. Cook. No, sir. 

Senator O’Manonery. But at this conference at the White House 
there were present besides yourself and Mr. Mitchell 

Senator Kerauver. Mr. Hughes. 

Senator O’Manonry. Mr. Hughes, some representatives of the SEC. 

Mr. Cook. Yes, sir. 

Senator O’Manoney. That was in the White House. Thank you 
very much. 

Senator Kerauver. Who was that, Mr. Demmler or Mr. McDowell? 

Mr. Cook. I don’t remember Mr. McDowell being there. 

Senator O’Manonery. Well, who was there, Mr. Demmler ? 

Mr. Cook. That’s right. 

Mr. Krrrre. Can’t hear you. 

Mr. Cook. That’s right. 

Senator Kerauver. Mr. Demmler wasthere. About when was that, 
just to the best of your recollection ? 

Mr. Coox. I would say it was in the same month as this meeting we 
have discussed over at the Commission. 

Mr. Keerre. August 3, 1954. 

Mr. Cook. Yes. 

Senator Krrauver. Some time in August 1954? 

Mr. Krrrrr. Was it before or after the meeting of August 3, 1954? 

Mr. Coox. As I recall, it was after. 

Mr. Krrrre. A continuation of the August 3 meeting? 
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Mr. Cook. No; I wouldn’t say it was a continuation. 

Senator Keravver. Mr. Fields, may I address a question to you and 
to Mr. Cook, whichever of you care to answer it? 

Mr. Keeffe called your office and talked with Mr. Tommaro last 
Saturday afternoon and asked for other copies, prior drafts, of the 
AEC chronology, any memoranda relating to the chronology, reports 
made either to the Commission or any other individual commissioners 
with respect to the Dixon- Yates matter and documents. 

Mr. Keeffe explained to me that Mr. Tommaro was going to get up 
the documents and send them up. Subsequently on July 18, on Mon- 
day, I wrote you a letter which confirmed that conversation, and Mr. 
Keeffe has had several conferences with you in which we have been 
expecting these documents to come up daily. 

We have been told the Commission had the matter up and they were 
going to be certain alterations made in the documents before they 
would be sent. 

Now finally the documents are denied to us. Just what has hap- 
pened about this? 

Mr. Fretps. I don’t recall discussing with Mr. Keeffe that the docu- 
ments would be sent. I said that I was working up, having worked 
up, the material for Commission consideration, that we were making 
every effort to get it as rapidly as we could, and the question of whether 
the doc uments would themselves be presented was considered by the 
(Commission, sir, with these instructions to me. 

Mr. Krerrr. You said you were getting the documents together and 
you would send them to us, provided, of course, the Commission 
approved. 

Mr. Fievps. I don’t recall making that statement. Perhaps I 
expressed— 

Senator Krravver. What documents are we talking about, Mr. 
Keeffe, the April 3 memorandum, the Williams chronology, or so- 
called chronology ? 

Mr. Fieups. No, sir, there are other memoranda, papers, reports to 
the Commission. 

Senator Kerauver. A chronology that went to Commissioner Mur- 
ray which is not like this one? Is that one of the documents? 

Mr. Frevps. I don’t recall at the moment, sir. I do not know, I 
should say. 

Senator Keravuver. Then when did the Commission meet to discuss 
this matter? 

Mr. Freips. They met—could I reverse my field? They met this 
morning briefly when the letters were finally approved. They met late 

yesterday afternoon. I believe the meeting started about 5 p. m. 

We were testifying before the Appropriations Committee yesterday. 
It was something like 5 p. m. And they met the previous day, but I 
don’t, at the moment, recollect the time, sir. 

Senator Kerauver. About furnishing these documents and this 
information ? 

Mr. Fretps. Yes, sir. 

Senator Kerauver. What is all the discussion about? Why did you 
have to have so many meetings to tell us whether you were going to 
give us the facts or not? 

Mr. Freitps. The question related largely to the information that 
would be forwarded, and in their interpretation of the executive 
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privilege. It also had to do with some of the language of the letter 
itself, as I recollect. 

Senator Kerauver. And so finally after these meetings, the docu- 
ments have been denied to us/ 

Mr. Fieips. That is correct, sir. 

Senator O’Manonry. Mr. Chairman—— 

Senator Krrauver. Did you discuss that with the White House, 
the denial of the documents ? 

Mr. Frevp. I don’t believe it was discussed with the White House 
that I know of, sir. 

Senator Kerauver. Did vou have telephone conversations with 
anyone outside of the Atomic Energy Commission with reference to 
whether these documents could be furnished to us ¢ 

Mr. Freips. No, sir, I did not. 

Senator Kerauver. Were there such calls that you know of? 

Mr. Frevps. I believe there were calls, sir. J do not know myself 
personally for a fact that there were. 

Senator Krravuver. Are you privileged to tell us who made the 
calls? 

Mr. Fieips. I don’t believe I am privileged to do that. 

Senator Kreravcver. Are you privileged to tell us who the calls were 
made to? 

Mr. Freips. It is my understanding that the privilage would pre- 
clude me from giving this information to you. 

Senator O’Manonry. Mr. Chairman, may I make a statement for 
the record 4 

Senator Krrauver. Very well, Senator O'Mahoney. 

Senator O’Manoney. Mr. Cook has testified that on one occasion, 
at least, at the White House he saw a representative of the SEC. 
In response to the Chairman’s question, he identified this person as 
Mr. Demmler. 

The contract which he negotiated, Mr. Cook negotiated, with the 
Mississippi Valley Generating Co., in section 8.16 contains a specific 
warranty by the Mississippi Generating Co. that he had made ar- 
‘angements with its holding companies, Middle South and Southern, 
for its capital stock amounting to $514 million, subject to the juris- 
diction of the agencies having control of the issuance of the stock. 
Those last words were not in the document, but that is what the 
warranty meant. 

So the testimony this afternoon reveals to this committee that there 
was a conference in the White House with respect to this matter at 
which the chairman of the SEC was present, the chairman of the 
quasi-judicial body. 

Senator Kerauver. Yes. 

Senator O’Manonry. That is a fact which cannot be denied by 
anybody. 

Senator Krrauver. I think I should inform—— 

Senator O’Manoney. I stated that correctly, did I not, Mr. Cook ? 

Senator Krrauver. [ inform you, Senator O'Mahoney and Senator 
Langer, that we have had an exchange of telegrams with Mr. Demmler 
in an effort to get him here. He is in Europe traveling around. We 
notified him we wanted him here as quickly as possible. How soon 
we will be able to get him, I don’t know. 





































POWER POLICY 


Senator Lancer. Mr. Chairman, I am interested in the remarks by 
Senator O’Mahoney. I concur in them fully and just go a little step 
further and say that if there was a very important case in which the 
White House was interested involving a Federal judge, it would be 
similar to the White House calling the Federal judge in in the middle 
of a trial and discussing the trial with him, trying to influence him. 
Wouldn’t you agree to that statement ? 

Senator O’Manonery. Absolutely. Asa matter of fact, I think this 
acknowledged interference by the White House in the activities of a 
quasi-judic ‘ial agency of the Government is perfectly scandalous. 

Senator Lancer. I think it is worse than that, because these men in 
a quasi-judicial position, after their terms expire—they are not subject 
to a permanent appointment like Federal judges are—to me that is 
even worse. 

Senator Keravuver. It is very difficult for me to understand how the 
parties to the lawsuit can know what they are going to have to meet 
what evidence they have to present, when they don’t know what pri- 

vate conversations have taken place, what agreements have been made, 
what evidence has been given in secret, what pressure has been put 
upon them. I think it places the public and other parties at a tfe- 
mendous disadvantage. 

Senator O’Manonry. Let me add this: There is no privilege any- 
where in the Government of the United States that will protect Execu- 
tive pressure to influence the decision of the courts, of the quasi-judi- 
cial bodies set up by Congress. 

Senator Krravuver. There is no privilege anywhere in the Govern- 
ment that I know of that would protect the executive department from 
inquiries of committees of Congress when the investigation involves 
integrity of Government and official corruption. 

(Discussion off the record.) 

Senator Kerauver. These documents that have been called for, Mr. 
Fields and Mr. Cook, will you furnish to the counsel of our committee ? 

But, Mr. Fields, as General Manager of the Atomic Energy Com- 
mission, we hope that you will inform the members of the Atomic 
Energy Commission that we feel that their position is untenable, that 
it is a repudiation of the statement of the President of August 1954, 
that we do not agree that the matters we have asked for are privileged ; 
that we shall endeavor to call them to further account for their failure 
to give us information, and we do not intend to relent in our efforts 
to secure the full facts. 

If they want to cooperate with us in this effort, we would appreciate 
it, and they can be assured that we don’t expect to let them get by with 
this kind of business. 

The letter of the committee which has been agreed to by the com- 
mittee, stating the position of the committee in response to Mr. Sher- 
man Adams’ letter, will be made a part of the record here. 

(The letter above referred to is as follows :) 


JULY 22, 1955. 
Mr. SHERMAN ADAMS, 
Assistant to the President of the United States, 
The White House. 


Dear Mr. ADAMS: The subcommittee composed of Senators O’Mahoney, Langer, 
and myself regret exceedingly that you feel you must decline the subcommittee’s 
invitation to testify. 

The subcommittee has noted your suggestion that the facts concerning any 
conversations or conferences in which you may have participated can readily 
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be developed by the subcommittee through the testimony of other officials of 
the Government. This may be true, but from our experience to date it is clear 
that other officials, such as Mr. Armstrong, Chairman of the Securities and 
Hxchange Commission, seem to share your reluctance to testify and are following 
a similar position to that which you have now taken in this matter in pleading 
privilege. As you know, the Bureau of the Budget has denied us records on 
this ground, and this morning we were advised that the Atomic Energy Com- 
mission will not produce certain documents which are extremely pertinent to this 
inquiry on grounds of privilege. 

This subcommittee is not satisfied with your attitude and the attitude which 
has been assumed by Mr. Armstrong, Mr. Hughes, and Admiral Strauss. We 
must earnestly invite your attention to the fact that evidence before this 
subcommittee raises extremely serious questions with respect to the activities 
of high officials of the Government. We have from the beginning endeavored 
to develop all of the facts because of our conviction that to do so would be in 
the public interest. We have granted the fullest opportunity to the Bureau of 
the Budget, the Atomic Energy Commission and the Securities and Exchange 
Commission to provide a full and factual account of their respective roles in 
the Dixon-Yates matter. Our purpose in inviting you to appear before the sub- 
committee was to make certain that the incidents testified to by Mr. Armstrong 
with respect to your intervention in the Dixon-Yates debt financing proceeding 
were fully explained. Yesterday we learned that Mr. Demmler had a meeting 
in late November 1954, just before the equity financing case opened, at which 
officials of Atomic Energy Commission, the Bureau of the Budget and the White 
House were present. In view of these facts, it is critically important from 
your standpoint as well as the committee’s that the Congress and the American 
people have the full and true story, including other meetings which you at- 
tended and other representations which you made to the agencies involved. 
We have been advised that Mr. Demmler is in Europe. On Monday, July 18, 
we cabled Mr. Demmler informing him that the subcommittee was anxious to 
have him appear for the purpose of testifying with respect to his actions in 
the Dixon-Yates matter during the period he was Chairman of the Securities 
and Exchange Commission. We, of course, expect that Mr. Demmler will appear 
but in the meantime we can see no justification for your refusal to testify about 
meetings in which you personally participated and about matters on which you 
have personal knowledge. 

Your letter this morning is the fifth instance of a claim of privilege by Officials 
of the executive department with respect to testimony this subcommittee is 
seeking in carrying out its responsibilities. These claims of privilege pose a 
serious issue for the Congress of the United States and the American people. It 
is our view that where there is evidence of corruption, no official of the Govern- 
ment, no matter how high his position, can properly claim privilege when a 
committee of the Congress is seeking the facts with respect to such corruption. 
Moreover, the record of our hearings to date indicates substantial and persuasive 
evidence that the chronologies of the Bureau of the Budget and the Atomic Energy 
Commission which were released in August 1954 are false documents. It is 
pertinent that one of the documents this subcommittee was first denied and 
eventually obtained was found to have been made available to the First Boston 
Corp., a private investment-banking firm, months ago. 

In these circumstances a claim of privilege is tantamount to suppression of 
evidence of possible crime and corruption. Not even the privilege of attorney- 
client can be used for such a nefarious purpose. Certainly officials of the Gov- 
ernment itself cannot and should not assert privilege where the result would 
be .he suppression of evidence which would show corruption and deception in 
a matter involving millions of dollars of public funds. The position which you, 
Mr. Armstrong, Mr. Hughes, and Admiral Strauss have taken is a repudiation 
of tne President’s promise to the American people, that all the facts surrounding 
the Dixon-Yates matter would be made public. 

We hope you will reconsider the position you have taken. We sincerely hope 
that you will see fit to appear before our subcommittee in response to this renewed 
invitation. 

Respectfully, 
Estes KEFAUVER. 

Senator Krerauver. The conclusion of the committee is, we think, 
Mr. Adams should come up and testify under oath. He and he alone 


is in a position to give us information which this committee is entitled 
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to have and the public is entitled to know. The committee, with lan- 
guage as strong as we are able to put together, has seriously and 
vigorously urged Mr. Adams to reconsider his declining of our 
invitation. 

Our next meeting will be on Tuesday at which time we will resume 
with Mr. Armstrong and Mr. McDowell of the Securities and Exchange 
Commission. 

Until that time the committee will stand in recess. 

(Whereupon, at 5:20 p. m., the subcommittee adjourned, scheduled 
to reconvene on Tuesday, July 26, 1955, at 10 a. m.) 
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WEDNESDAY, JULY 27, 1955 


UNrrep STATES SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MoNnopoLy 
OF THE COMMITTEE ON THE J UDICLARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess and subsequent postpone- 
ment, at 10:10 a. m., in room 424, Senate Oflice Building, Senator 
Estes Kefauver presiding. 

Present: Senators Kefauver (presiding), O’Mahoney, and Langer. 

Also present: William H. Timbers, General Counsel, and David 
Ferber, Office of General Counsel, Securities and Exchange Commis- 
sion; Arthur John Keeffe, assistant counsel. 

Senator Kerauver. We are sure that Senator O’Mahoney will be 
here in a little while. We will get started now. 

Mr. Armstrong, you were first before the subcommittee on July 12 
when you declined to answer questions about whether there had been 
any conversations with people outside of the Securities and Exchange 
Commission. You declined to do this on the grounds of Executive 
privilege. At that time you also asked the committee not to draw any 
inference from the fact that you refused to testify. 

On the following day, July 13, you again appeared before this 
committee and agreed that there was no privilege as to Mr. Adams’ 
telephone call to you on June 11, and again on June 13, with respect 
to the suspension of the hearings then pending before the SEC’s trial 
examiner, Mr. Ewell. You later informed the committee that there 
was also another conversation between you and Mr. Adams on June 13 
over the telephone. 

However, you did refuse to answer questions as to whether Mr. 
Adams said anything to you with regard to the pending legislation 
on the appropriation for the Dixon- Yates transmission lines, which 
was then pending in the House of Representatives. Again you asked 
the committee not to draw any inference from your refusal to testify. 

On July 25 you returned and stated that Mr. Adams did mention 
pending legi a ation in the House of Representatives. This time you 
refused to answer whether you had any conversation with Mr. Adams 
as to what you would testify before this committee. 

In the meantime, we wrote Mr. Adams, inviting him to appear 
before the committee so that we might hear his account of his call to 
you on June 11, but, as you know, Mr. Adams has declined. Last 
week we again wrote Mr. Adams, asking him to reconsider, but as 
yet we have not heard from Mr. Adams. The letter has been put in 
the record. 
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Mr. Armstrong, you understand that this committee is not con- 
cerned with informal practices or procedures which may be used by 
the Commission for narrowing down the issues or for the — of 
informally advising applicants in uncontested cases on problems which 
might arise under the various statutes administered by the SEC. Last 
week you told this committee that the Commission has followed this 
practice for a long time. 

I mention this matter at this point, Mr. Armstrong, because I think 
we will save time if there is no confusion between yourself and this 
committee as to what we are driving at. We are here concerned with 
meetings and conferences, whether informal or formal, which dealt 
with the matter in which the SEC did handle and dispose of the 
case which was contested, the equity case and the bond financing case 
in the Dixon-Yates matter. 

In such a situation we are concerned with the Commission’s prac- 
tice which, in this instance at least, indicates clearly that the Com- 
mission considered two records: one, a record which was available to 
the Commission as a result of only informal conferences or meetings ; 
the other, the record which the Commission allowed to be developed 
in the course of public hearings, which were held in the equity pro- 
ceedings last December, and more recently in the debt proceedings 
before Mr. Ewell. 

Testimony we have heard thus far, in our view, is somewhat shock- 
ing and alarming because it shows White House intervention, it shows 
meetings with representatives of the Atomic Energy Commission, 
the Bureau of the Budget, and the White House, and for what pur- 
pose ¢ 

Your own testimony shows that it was to arrange meetings, so that 
when Dixon-Yates came to the Commission, the Commission would 
be in a position to act upon it. 

Now here we are again, Mr. Armstrong, and Mr. McDowell is with 
you today, I believe, and we would like to get at this matter and to 
hear about the various meetings that have been held and to try to 
determine just what took place in these meetings which were not made 
public. 

Mr. McDowell, I don’t believe you have been sworn in this pro- 
ceeding. We will probably be asking you questions, along with Mr. 
Armstrong. Will you stand ? 

Do you solemnly swear the testimony you give the committee will 
be the truth, so help you God? 

Mr. McDowe tt. I do. 

Senator Krerauver. Mr. Timbers who is your associate counsel ? 

Mr. Trmpers. David Ferber. 

Senator Kerauver. Mr. McDowell, you and Mr. Timbers have sent 
us a number of memoranda with reference to meetings, so perhaps 
you are in the best position to identify these and talk about them. 
Are you, Mr. McDowell ? 
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TESTIMONY OF ROBERT A. McDOWELL, DIRECTOR OF DIVISION OF 


CORPORATE REGULATION, SECURITIES AND EXCHANGE COMMIS- 
SION 


Mr. McDowett. I am. I am glad to testify to the extent of my 
ability to do so. 


Senator Lancer. I can’t hear you. 

Mr. McDowe ... I am a long ways away. Maybe I had best come 
up. 

Senator Kerauver. First, Mr. McDowell, we have had some tes- 
timony about your position at the SEC, but let’s just get it again. 
When did you come with the Securities and Exchange Commission ? 

Mr. McDowet.. September 1, 1953. 

Senator Krrauver. And what is your position with the SEC? 

Mr. McDowe t. I am Director of the Division of Corporate Regu- 
Jation. 

Senator Krerauver. Is that the Division that has under its direc- 
tion and supervision holding companies? 

Mr. McDowe tn. Yes, sir. 

Senator Kerauver. Part of the Holding Company Act? 

Mr. McDowe ... Yes, sir. 

Senator Kerauver. In other words, you are the Director of the 
Division that passes on matters preliminarily, before they are sub- 
mitted to the Commission either by examiner or to the Commission, 
whether applications violate the Holding Company Act of 1935? 

Mr. McDowett. I wouldn’t say, Senator, that we pass on matters, 
We certainly discuss with applicants their problems under the act, 
and endeavor to have the proceedings that are filed with the Commis- 
sion in proper form and adequate shape to proceed. 

Senator Krerauver. Well, if some applicant comes in with an appli- 
cation for a merger or for financing, or whatever it is, and you feel it 
violates the Holding Company Act, then the case is heard before an 
examiner or befcre the Commission, and you take a position in the 
matter ? 

Mr. McDowett. Well, it wouldn’t work quite that way, Senator. 
Normally, if we disagreed with the matter as it was presented to us, 
on the staff, before it ever got to an examiner, we would so advise 
the company so that they, perhaps, could save the trouble of going 
ahead, or revise their program so that it would comply with what we 
thought was required under the Holding Company Act. 

Senator Krravuver. In other words, if you, as Director of the Divi- 
sion of Corporate Reorganization 

Mr. McDowetu. Regulation. 

Senator Krerauver. Regulation, felt that the Holding Company Act 
would probably be violated, you would advise the company and then 


that would probably terminate it. You would advise them what the 
troubles were? 





734 POWER POLICY 


Mr. McDowe t. It wouldn’t necessarily terminate it. We might 
consult with them, with a view to their changing their program so 
that it would comply with the act. That has been the history of ad- 
ministration of the act from the very beginning. 

Senator Keravver. But if they insisted, however, in presenting 
their application, or whatever it is they are trying to do, to the Com- 
mission, and you felt the act was violated, then it would be your duty 
to oppose the granting of that financing or the application that was 
presented ? 

Mr. McDowe tx. That’s correct, sir. We are a party to the proceed- 
ing before the Commission, and we would oppose those applications 
or declarations which we felt violated the act; that is correct. 

Senator Kerauver. How large a division do you have down there, 
Mr. McDowell? 

Mr. McDowe t. I have about 50 on my staff, Senator. 

Senator Kreravuver. Is Mr. Lester one of your lawyers? 

Mr. McDoweE Lt. Yes, sir. 

Senator Krrauver. As well as Mr. Ferber? 

Mr. McDowetz. No. Mr. Ferber, who is sitting here, is in the Gen- 
eral Counsel’s Office of the Commission. He is not one of my lawyers. 

Senator Krerauver. He is associated with Mr. Timbers? 

Mr. McDoweE Lt. Yes, sir. 

Mr. Keerre. Mr. Freedman was the other lawyer, wasn’t he, with 
you in this proceeding ? 

Mr. McDowety. That’s correct. 

Senator Kerauver. Lester and Freedman took part in the Dixon- 
Yates proceeding ? 

Mr. McDowett. That’s correct. 

Senator Krrauver. My McDowell, where did you get your law 
degree ¢ 

Mr. McDowett. Harvard Law School. 

Senator Kerauver. And when did you graduate? 

Mr. McDoweti. Well, I went to Harvard Law School in the fall 
of 1940. I was there through the summer of 1942. Then I went 
in the United States Navy and served on a destroyer in the Pacific, 
then on the staff of Admiral Spruance, Commander of the 6th Fleet 
toward the end of the war; went back to law school in 1946, grad- 
uated in June of 1946. 

Senator Krravver. Senator O'Mahoney, this is Mr. McDowell. 

Mr. McDoweti. How do you do, sir? Very nice to meet you. 

Senator Kerauver. He is head of the Division of Corporate Regu- 
lation of the SEC; we have just started with him. 

Then you finally graduated from Harvard? 

Mr. McDowe tt, In 1946; as of 1945, due to the war service. 

Senator Krerauver. Then where did you go to practice law? 

Mr. McDowe... I went immediately with the firm of Sullivan & 
Cromwell in New York, where I was employed from, roughly, July 
1946, to the time I came with the Securities and Exchange Commis- 
sion on September 1, 1953. 

Senator Krerauver. Did you become a junior partner ? 

Mr. McDowett. I did not. I was employed with the firm. 

Senator Krrauver. And you came directly from that firm down to 
your position at the SEC? 

Mr. McDowett. Yes, sir. 
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Senator Kerauver. What experience have you had in SEC matters? 

Mr. McDowe tt. Well, during the period I was with that firm, I 
worked on a number of general corporate matters of all types, includ- 
ing what is known as blue sky work, registration statements, cor- 
porate minutes, reorganizations, proxy statements, things of that 
character, so that by the date I came with the SEC, I considered my- 
self as having some knowledge of corporate law in general. 

Senator Kerauver. While with Sullivan & Cromwell, did you prac- 
tice before the SEC, handle matters before the SEC? 

Mr. McDowe tu. I never argued any matters before the SEC 
while I was with Sullivan & Cromwell, although I did consult from 
time to time with members of the staff on matters which I had pend- 
ing before the SEC. 

Senator Kerauver. You consulted members of the staff of the SEC? 

Mr. McDowe Lu. Yes, sir. 

Senator Kerauver. Mr. Dean stated he recommended you to the 
SEC, or recommended you to somebody down here for a position 
on the SEC. Is that the way you came down? 

Mr. McDowett. That’s correct. 

Senator Kerauver. Was that a recommendation to Mr. Demmler 
who at that time was Chairman ? 

Mr. McDowe tt. I came down to see Mr. Demmler, sir. He was 
the one I was asked to come down to see at that time, and I also met, 
when I came down at that time, all the members of the Commission. 

Senator Keravuver. When was that? 

Mr. McDowe tt. That was in August 1953. 

Senator Kerauver. And who was the Director of this Division 
before you ? 

Mr. McDowe tt. Well, Mr. Katzin was the preceding Director. He 
had resigned, I would say, roughly, in June of 1953 or thereabout, 
and had been succeeded by Mr. Philip Friend, Acting Director. 

Senator Kerauver. F-r-i-e-n-d ? 

Mr. McDowetu. Yes, sir. So that at that time I came down, the 
office of Director was vacant. 

Senator Keravver. Just as a matter of interest, how much does this 
position pay? This is public property. 

Mr. McDowe tt. It is a grade 16. I am not sure what the pay is 
under this new pay-raise bill, but the basic salary, I believe, was 
$12,000 a year, and I think I have gotten one $200 raise for longevity 
since I came down. 

Senator Keravuver. And there has been an increase under the new 
pay bill? 

Mr. McDowet.. Yes, sir; that’s right. 

Senator Keravuver. Well, Mr. McDowell, did you handle any mat- 
= aoe the First Boston Corp. when you were with Sullivan & Crom- 
well ? 

Mr. McDowet.. Yes, sir. 

Senator Keravver. What kind of matters did you handle for them? 

Mr. McDowe tt. Oh, I did blue-sky work for them of one kind or 
another. I am sure I worked on registration statements for them, 
as I did for most of the underwriting clients of the firm. 

Senator Keravuver. Were you the specialist, or one of the specialists, 
in Sullivan & Cromwell on corporate regulation and SEC financing? 

65950—56—pt. 25 
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Mr. McDowe tt. I was generally in the field of corporate work, 
Senator, and did a considerable amount of work on the Securities Act 
of 1933 matters. I also did a considerable amount of tax work. 

Senator Kreravuver: During that time when you were handling legal 
business for the First Boston, did you know Mr. Woods? 

Mr. McDoweE . Yes, sir. 

Senator Kerauver. And Mr. Linsley ? 

Mr. McDowe tu. Yes, sir. 

Senator Kerauver. Mr. Wenzell ? 

Mr. McDowe tt. I don’t recall that Lever knew Mr. Wenzell. I may 
have met him, but I don’t recall it. I know when I saw him at the 
proceedings before the SEC on the debt financing I did not recall ever 
having seen him before, but I would not be able to categorically say 
I didn’t meet him. 

Senator Kerauver. Who is the general counsel for First Boston ? 

Mr. McDowe tt. Sullivan & Cromwell, so far as I know. 

Senator Krrauver. They don’t have any separate counsel them- 
selves ? 

Mr. McDowetu. Well, they have counsel in various cities where 
they have offices. 

Senator Kerauver. I know; but I mean, they don’t have somebody 
in their office to act as general counsel ? 

Mr. McDowe tu. No, sir; not so far as I know. 

Senator Krerauver. Did you have any part in handling a case down 
in Florida, decided by the Supreme Court of Florida, involving First 
Boston ? 

Mr. McDowe tt. No. 

Senator Kerauver. Are you familiar with that case? 

Mr. McDowe ut. I am familiar with it because I heard it described 
by reading the record here. 

Senator Krerauver. You have been reading the record here? 

Mr. McDowett. I have read the record of Mr. Armstrong’s testi- 
mony here before this committee, the last 3 days he has been here, 
I believe. I saw the case mentioned in the record here. 

Senator Krrauver. That was one of these conflict-of-interest cases, 
too. 

Mr. McDowe tt. I am not familiar enough with the case, and I 
haven’t studied it, Senator, sufficiently to try to characterize the case. 
Certainly, that is the way it was characterized in this record. 

Senator Krrauver. Now, you were down here when the OVEC 
matter was before the Commission, weren’t you ? 

Mr. McDowerx. The original OVEC matter was decided before I 
came here, Senator. There were some subsequent OVEC financings 
and changes in financing arrangements which were taken up since 
September 1, 1953, but the original financing was before that time. 

Senator Krrauver. Sullivan & Cromwell represented the several 
parties in the OVEC proceedings? 

Mr. McDoweE tt. I believe they represented only one party. That 
was the West Penn Electric Co., and possibly a subsidiary of West 
Penn Electric Co., which is a client of the firm. They were not the 
principal counsel involved in the OVEC proceeding. 

Senator Kerauver. The record here shows that they represented 
a number of companies. I don’t know whether they were the direct 
companies or whether they were subsidiaries. 
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Mr. McDowett. Well, they would have represented the companies 
in the West Penn system, sir. I would agree on that. 

Senator Krrauver. Did you talk with the Sullivan & Cromwell 
people about the OVEC 

Mr. McDowe tt. No; I never did any work on the OVEC matter 
when I was with Sullivan & Cromwell. It was handled by Mr. 
Merrill. 

Senator Keravuver. I am talking about after you got down here 
with the SEC; did you have any of the OVEC problems before you ? 

Mr. McDowe tu. Yes, sir; I had the subsequent OVEC problems 
before me at that time. 

Senator Kerauver. Did you discuss with the Sullivan & Cromwell 
lawyers any matters with reference to OVEC ¢ 

Mr. McDowE... No, sir. 

Senator Kerauver. They didn’t have any applications down here? 

Mr. McDowett. No, sir. The OVEC matters were being handled 
by Simpson, Thatcher & Bartlett at that time. 

Senator Kerauver. Have you completely severed your connections 
with Sullivan & Cromwell? 

Mr. McDowe tu. Yes, sir. 

Senator Kreravver. They made a final settlement with you? 

Mr. McDowe tt. Yes, sir. 

Senator Kerauver. Now, Mr. McDowell, we will get at the sub- 
stance of these later, but you have furnished a memorandum of a meet- 
ing. The memorandum is dated September 1, with reference to a 
conference at the Atomic Energy Commission, on August 3, 1954, 
which you attended. 

Mr. McDowe tu. Yes, sir. 

Senator Krravuver. I don’t know how we are standing on exhibits. 
Let’s make is exhibit 97. 

(The document referred to was marked “Exhibit No. 97.) 

Senator Kerauver. Then we have another memorandum which you 
have furnished, dated October 15, 1954; apparently the first sentence 
is: 

Memorandum for Mr. Lee Rankin, Department of Justice, re Dixon-Yates power 
contract— 
in which you set forth some of the issues involved. 

Mr. McDowe tt. Yes, sir. 

Senator Kerauver. Make that exhibt No. 98. 

(The document referred to was marked “Exhibit No. 98.”) 

Senator Kerauver. Then a memorandum: 

Conference re Dixon-Yates, October 18, 1954, 10 a. m., office of J. Lee Rankin, 
Assistant Attorney General, Office of Legal Counsel, Department of Justice. 

Mr. McDowett. I did not prepare that memorandum, Senator. 
That was prepared by the Department of Justice, and a copy of it was 
sent to us. 

Senator Kerauver. Anyway it is a memorandum about a meeting, 
but just shows who was there. 

Mr. McDowe tt. Yes, sir; I can testify the copy you have is a true 
copy of the copy we receiv ed from the Department of Justice. 

Senator Kerauver. We will make that exhibit 99. 

(The document referred to was marked “Exhibit 99.”) 
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Senator Kerauver. Then you furnished us with a memorandum 
dated November 8, 1954, to the chairman, from R. A. McDowell, 
Director, Division of Corporate Regulation, copy to Mr. Isaacs. This 
seems to relate to— 

* * * conferred informally this morning with the following members of the Joint 
Committee on Atomic Energy: Messrs. Cole, Hickenlooper, Holifield, and Price. 

Is that correct ? 

Mr. McDowex.. Yes, sir. 

Senator Keravuver. That will be exhibit 100. 

(The document referred to was marked “Exhibit 100.”) 

Senator Kerauver. Then a memorandum dated November 8, 1954, 
with reference to a conference on November 7, 1954, in the offices of 
the Attorney General of the United States. That is correct, isn’t it? 

Mr. McDoweEt.. Yes, sir. 

Senator Keravver. Let that be exhibit 101. 

(The document referred to was marked “Exhibit 101.”) 

Senator Kerauver. Do we have any others? 

Mr. Keerre. That is all, Senator. I believe that is all, isn’t it Mr. 
Timbers ? 

Senator Kerauver. Mr. Timbers, have you any other conference 
memoranda ? 

Mr. Timers. I believe those five memoranda constitute all that you 
called for, and we produced those prior to this hearing. 

Senator Kerauver. I don’t seem to see a memorandum about the 
conference in the White House, or conferences in the White House 
Do you have any such memoranda ? 

Mr. Trmsers. I don’t believe so. 

Senator Krerauver. Does the Commission have a memoranda about 
those conferences in the White House? 

Mr. Timbers. No, we do not, Senator. 

As I understand the situation, you asked Commissioner Armstrong 
last week about such memoranda, whether he had had any such con- 
versations. My recollection is there were no such memoranda. 

Senator Kerauver. We have asked Mr. Armstrong and you, if it is 
not clear, we now ask for any memoranda on any and all conferences, 
whether in the White House, the Atomic Energy Commission, Direc- 
tor of the Bureau of the Budget, the Attorney General’s Office, or at 
the SEC, with any parties, whether Dixon-Yates or their attorneys 
or White House officials, AEC officials, Bureau of the Budget officials, 
relating to this Dixon-Yates financing equity and debt. 

Are there any other memorandums? 

Mr. Trupers. I think the answer is “No,” Senator. 

And may I say that the search of our files, Commission files, has 
been made under my supervision. We asked that all files in all the 
divisions in all the offices be submitted to me, which was done. 

We have obtained and produced here all of the memorandums, all 
the memorandums on the subjects that you have asked for, and there 
are no others in the files, so far as we have been able to ascertain. 

I think I should say in the interest of completeness that although 
I don’t believe you have asked for them, we have either 2 or 3 memo- 
randums concerning conferences that Mr. McDowell had with repre- 
— of the Dixon-Yates holding companies. I am not sure 
that 
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Senator Kerauver. We certainly did ask for them. 

Mr. Trmpers. We have them. 

Senator Krerauver. Do you have them here with you? 

Mr. Trmpers. Yes. 

Senator Krerauver. Let’s produce them. 

Mr. Timers. I understood what you had asked for before were 
memorandums reflecting conferences with representatives of other 
agencies of the Government, and that is what we have produced. 

Senator Kerauver. Will you look for them ? 

While they are looking, Mr. McDowell, this exhibit 97, which has 
to do with the August 3d meeting, is dated September 1, 1954. How 
does that happen to have been written so long after the meeting? 

Mr. McDowett. I can’t recall, Senator, why there was that delay 
in preparing that memorandum. I was extremely busy during Au- 
gust. There were a number of my staff away on vacation. I was sick 
for a day or two in there. 

I remember the work was very heavy that month, and I had a very 
bad month, and it may be that I just didn’t get around to it until the 
1st of September, but the short of it is that I can’t recall why there 
was a delay in preparing it. 

Senator Krrauver. I take it that you must have had pencil notes 
about what took place, and from your pencil notes you dictated this 
memorandum ? 

Mr. McDowe t. I can’t recollect whether that is true or not, sir. 

Senator Krerauver. Do you have these others now, Mr. Timbers? 

Mr. Timers. Yes; I have them, Senator. Would you like me to 
identify them, or would you like to? There are 4 copies each, of 3 
memorandums. 

Senator Keravuver. The first one here seems to be a memorandum of 
September 13, 1954, to Earle G. King, chief accountant, from Robert 
A. McDowell, re Dixon-Yates power contract. That will be marked 
“Exhibit 102.” 

(The document referred to was marked “Exhibit 102.”) 

Senator Kerauver. And the next one seems to be to the Commis- 
sion from Robert A. McDowell, Director, Division of Corporate Regu- 
lation, re Dixon-Yates power contract, which will be marked “Ex- 
hibit 103.” 

(The document referred to was marked “Exhibit 103.”) 

Senator Kerauver. This starts off: 


I had a conference Monday afternoon (August 29) with Mr. Dixon and Mr. 
Canaday of Middle South Utilities, Inc., relative to the Dixon-Yates power con- 
tract, which calls for the construction and operation by Mississippi Valley Gen- 
erating Co. of a 3-unit coal-fed turbo-electrie project at West Memphis— 


and so forth. 

They left with me a copy of the proposed contract of August 11, 1954. 

Does this purport to set out what was talked about in that confer- 
ence, Mr. McDowell? 

Mr. McDowetw. Rather than that, Senator, I think it purports to 
analyze the draft left with me, in light of the problems as the staff saw 
them under the Holding Company Act at that time. You can see it is 
a rather long, detailed analysis of the contract in the light of the views 


at that time, and it took me a day or two to prepare the memorandum. 
I might say I prepared it personally. 
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Senator Krravuver. You are telling the committee in this August 
31 memoranda what they will have to do in order to approve this con- 
tract, or to approve the application for financing, which was going to 
be filed by Dixon-Yates before the SEC, aren’t you? 

Mr. McDowe.u. I would prefer to let the memorandum speak for 
itself, Senator. I think it is such a long memorandum, I wouldn’t 
want to characterize what I said in there as to what I was telling the 
Commission. It is a complex memorandum and the matter was 
complex. 

Mr. Trusers. Senator, I wonder if I might say this for the record, 
by way of explanation. 

I think you made it very clear, as did your colleagues on this com- 
mittee, that you did not expect the Commission to produce an intra- 
staff intra-Commission memorandum. This is largely such a memo- 
randum. Wedid produce this, however, because it reflects a conference 
between Mr. McDowell and the officers of the Dixon- Yates companies. 

Senator Kerauver. Mr. Timbers, let’s get the matter straight. In 
our written memorandum in which we set forth what we wanted to be 
produced, we said we wanted you to produce memoranda and we 
wanted to have testimony about every meeting, every conversation, 
whether formal or informal, about all transactions between members 
of the Commission or Mr. McDowell, officials of the Government, 
officials of Dixon-Yates, and any outside parties, relating to the 
Dixon- Yates contract, except purely housekeeping matters which we 
recognize to be under the privilege. 

This is clearly one of the things that we wanted, and if there are 
other such memoranda of this kind, we would ask that you produce 
them. 

Mr. Timpers. Senator, I don’t disagree with that at all. 

Senator Kerauver. What this apparently shows—and I can read 
the last paragraph to show that—is that after all of these conferences 
with various and sundry people, Mr. McDowell, explaining what the 
Commission can do, the obstacles that will be presented to the approval 
of the Dixon- Yates contract, what exceptions and what the Commis- 
sion can do in order to approve the financing in this case; so do you 
have other memoranda ? 

Mr. Traeers. No, we do not, Senator. We have now produced all 
memoranda that you have called for. 

I would like to have it made clear—and I don’t think there is any 
disagreement about. it—that this memorandum which has just been 
produced and to which you have referred, does reflect internal delibera- 
tions within the Commission, and it is clearly our understanding that 
you have not, you do not, expect the Commission to disclose that 
material. 

But since the memorandum does disclose other conferences between 
Mr. McDowell and others outside of the Commission, we have pro- 
duced the entire memorandum even though it contains some internal 
deliberations. 

Senator Krerauver. We appreciate that, Mr. Timbers. 

Senator O’Manoney. Mr. Chairman, may I make this clear in reply 
to the answer Mr. Timbers has given. 

Mr. Timpers. I am just wondering if we have marked as exhibits 
the three memoranda. 

Senator Krerauver. Let’s mark them as exhibits here, the rest of 
them. Now, we have the August 31 memorandum, exhibit 103. Then 





POWER POLICY 741 


here is April 9, 1954, to the chairman, from Mr. McDowell, which 
we will make exhibit 104. 

(The document referred to was marked “Exhibit 104.) 

Senator Krerauver. Are there others to be submitted at this time? 

Mr. Trmpers. I think that is all that we have been able to locate. 
We have produced them all. 

Senator Kerauver. All right, Senator O’Mahoney. 

Senator O’Manoney. Mr. Timbers, I wanted to ask you a question 
with respect to your comment about exhibit 103. 

Mr. Trupers. Yes, sir. 

Senator O’Manonry. Which is the memorandum to the Commis- 
sion from Robert A. McDowell, Director, Division of Corporate Regu- 
Jation, re the Dixon- Yates power contract. 

Mr. Trmpers. Yes, sir. 

Senator O’Manoney. As I understood you to say, this memorandum 
contains matters concerning discussions within the Commission which 
you regard as privileged, but it also contains other matters concerning 
things outside the Commission, and because those are not privileged, 
you have brought this exhibit to the committee. Have I correctly 
interpreted your statement ? 

Mr. Timeers. Senator, I would rather put it this way: Regardless 
of the question of privilege, we have agreed as the Commission; the 
Commission has authorized the production of all of the memoranda, 
documents as well as conversations and testimony concerning con- 
ference communications between the Commission and outsiders, 
whether they be in the Government or out of the Government. 

And we don’t put it on the basis of privilege. We simply decided 
to let the committee have all of that material in the public interest. 
We do not understand, however, that the committee has demanded 
and therefore we have not undertaken to produce internal memoranda 
within the Commission except here. This happens to be a memoran- 
dum that covers both areas and rather than try to segregate the part 
the Commission has agreed to release we have given you the entire 
memorandum. 

Senator O’Manonry. What I am trying to highlight is that you 
now no longer assert any privilege with respect to memoranda or 
conversations or conferences between the Commission and other agen- 
cies of the Government and individuals outside of the Government. 

Mr. Trmpers. I think that is substantially correct, Senator. 

Senator O’Manonry. And it is because this document, which might 
otherwise be the basis of a claim of privilege, contains such matters 
relating to conferences or contacts of one kind and another with per- 
sons outside the Commission, the Commission has decided to give that 
to the committee ? 

Mr. Timpers. That’s right. And I think in all fairness, if the com- 
mittee would be so kind as to have the record note that in releasing 
this memorandum we do not intend to waive the privilege that we 
understand applies to internal deliberations within the Commission. 

Senator O’Manoney. Well, I would assume not. 

Mr. Trupers. Thank you. 

Senator O’Manonry. But I wanted to highlight the fact that now 
there is complete agreement on both sides of the table that matters 
concerning the Dixon- Yates contract which involve others outside of 
the Atomic Energy Commission are to be given to this committee 
when requested. 
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Mr. Timpers. I think you meant to say outside the SEC. 

Senator O’Manonry. Yes, thank you. 

Mr. Trmpers. Yes, I think it is a fair statement of our position as 
appears in the record at one of the prior sessions of the subcommittee 
when we stated that we would respond fully to the subcommittee’s 
demand or request that you and Senator Kefauver put on the record 

at the end of the session on July 13, if I remember correctly. 

Senator O’Manoney. Mr. Chairman, the reason that I asked that 
question, I want to emphasize the fact that this hearing involves the 
activities of various agencies of the Government with ‘Tespect to the 
making of the Dixon- Yates contract and the methods that were taken, 
not only to bring about the negotiation and approval of that contract, 
but to obtain appropriations from Congress with respect to the trans- 
mission line. 

In other words, we have before us a transaction involving various 
arms of the executive branch of the Government dealing with a matter 
for which there is no privilege, so far as these interagency conferences 
are concerned. 

Senator Krrauver. Yes; I understand the purpose and I think it 
is well for you to bring it out, Senator O’Mahoney. 

Mr. Timpers. Of rad I am sure it goes without saying that the 
position that we in the Securities and Exchange Commission have 

taken is a position that binds only our Commission. We don’t purport 
to speak for any of the other agencies. 

Some of our memoranda necessarily do reflect conferences with the 
other agencies. ‘They will have to speak for themselves. 

Senator O’Manonry. I wish you hat followed that principle from 
the beginning, and you would not have been involved in these various 
conferences with other agencies affecting this deal. 

Senator Krravver. Wo ell, in order to have background, it is prob- 
ably necessary to read part of these, have read into the record part of 
these memoranda. Memorandum of September 1, 1954, refers to the 
conference in the office of the Atomic Energy Commission of August 3. 

Senator O’Manoney. What is the exhibit number? 

Senator Kerauver. Exhibit 97. Mr. Keeffe, will you read this? 

Mr. Keerre (reading) : 

To: The Chairman. 
From: Robert A. McDowell, Director, Division of Corporate Regulation. 
Re: Conference at the Atomic Energy Commission on August 3, 1954. 


On August 3, 1954, the following persons were present at a conference at the 
office of Joseph Campbell, a member of the Atomic Energy Commission : 
Representing the AEC: 
Commissioner Joseph Campbell 
Mr. Mitchell, General Counsel of the AEC 
Mr. Cook 
Mr. Nichols 
Representing the SEC: 
Chairman Demmler 
Commissioner Armstrong 
Mr. McDowell 
The purpose of the conference was to discuss in a general way the problems 
which the SEC might have under the Public Utility Holding Company Act of 
1935 as a result of the Dixon-Yates power contract. The gentlemen present 
from the AEC were familiar with the negotiations in progress in respect to the 
contract. The Chairman of the SEC indicated the SEC’s problems in a general 
way, including the problem of capital structure of the new generating company, 
the section II integration problem, and the Middle South accounting problem. 
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It was the consensus of all present that it would be mutually beneficial to main- 
tain adequate liaison between the two agencies in respect of the contract. 
R. A. M. 

Senator Kerauver. Well, the thing that I want to ask about here, 
Mr. McDowell and Mr. Armstrong, the last sentence: 

It was the consensus of all present that it would be mutually beneficial to 
maintain adequate liaison between the two agencies in respect of the contract. 

The two agencies referred to are the AEC and the Securities and 
Exchange Commission; is that correct? 

Mr. McDowe tt. That is correct. 

Senator Kerauver. What is this liaison for? 

Mr. McDoweE Lt. So that the contract would be drafted, and it was 
in the drafting stage at that time, and there was no proceeding pend- 
ing before the Commission at that time, so the contract would be 
drafted in a manner which would have some chance of meeting prob- 
lems which existed under the Holding Company Act, and so that those 
problems could be considered in the drafting of the contract. 

It is the same way as though we were consulting with the manage- 
ment of the company who proposed to bring before us a proceeding 
which had to be framed in a way so that it could have some chance of 
success before the Commission. 

It is the same problem which exists in formulating any kind of pro- 
posal which has to come before the Commission where the staff has 
to point out to the people who are formulating the proposal what the 
problems under the act are, and try to assist them to the extent the 
staff can in meeting those problems. 

You must bear in mind that at this time there was no proceeding 
before the Commission. The contract was not signed, the negotiations 
were not even completed. We had no idea on August 3, 1954, that 
there would be any opposition to the proceeding before the Commis- 
sion when, as, and if that proceeding ever took place. 

Senator Kerauver. And Mr. McDowell, as the result of all this 
liaison and conferences that you had to advise the Atomic Energy 
Commission, the Department of Justice, the White House, did you feel 
that they got up a contract which obviated any objections that might 
be made to it under the Holding Company Act? 

Mr. McDowe tt. I think the Commission’s opinion, Senator, speaks 
for itself. 

Senator Keravuver. I am talking about you, Mr. McDowell. 

Mr. McDowe.u. In my opinion the difficulties were obviated, yes, 
sir. I agreed with the Commission’s opinion in general. However, 
I would add 

Senator Kerauver. Just a minute, Mr. McDowell. 

Mr. McDowe tt. Can I complete my statement, sir? 

Senator Kprauver. All right. 

Mr. McDowrtu. I would add, however, that the division’s recom- 
inended findings on the equity financing are different from the Com- 
mission’s opinion and so, since I signed those recommended findings, 
I think they would more accurately reflect my views than the Com- 
mission’s opinion itself. 

Senator Kerauver. Where are the recommended findings? 

_Mr. McDowett. They are in the record in the equity proceedings, 
sir, 
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Senator Krrauver. We have the equity proceeding before us. Is 
this what you refer to? 

Mr. McDowett. That is the record on appeal to the court of ap- 
peals, and I don’t believe the division’s recommended findings are 
part of that record. They are in the record before the SEC, however. 

Senator Krrauver. Let’s get the recommended findings and make 
them exhibits. 

Mr. Timpers. I think we have already furnished you all the docu- 
ments. 

Senator Krrauver. Mr. McDowell, the point I am asking you about 
is this: You had a conference and apparently you had liaison with 
the AEC and other memoranda show other conferences in the White 
House with the Attorney General and with the Director of the Bureau 
of the Budget, and you felt that as a result of these conferences that 
the AEC and the Government and Dixon- Yates then had their con- 
tract in such condition that any objections under section 10 or 11 of 
the Holding Company Act would have been relieved or obviated or 
satisfactorily gotten around, so that the Commission could approve 
the financing. 

Mr. McDowe tu. May I have the question reread, please ? 

(The question was read by the reporter.) 

Mr. McDoweti. That is a long question. It has got a number 
of assumptions in it, some of which I don’t agree with. 

Senator Krerauver. Just what don’t you agree with ? 

Mr. McDowe .t. Well, I don’t agree with the assumptions with 
respect to the memoranda. What memoranda are you talking about 
with respect to meetings in the Bureau of the Budget? I know 
nothing about those. 

Senator Kerauver. Well, there was testimony here that Mr. Hughes 
was present at one meeting in the White House with Mr. Demmler. 

Mr. McDowe tu. I know nothing about that. 

Senator Keravuver. Well, anyway, the letters do not specify the 
meetings. Let us leave out Mr. Hughes. 

That, as a result of the meetings and the liaison that you had with 
whomever you had it, the record will show, you felt that then the 
Atomic Energy Commission or the Government and Dixon- Yates had 
a contract which would meet the objections that might be raised to 
the approval of their financing, so that the Securities and Exchange 
Commission could then approve the equity and debt financing of 
Dixon- Yates. 

Mr. McDowe tt. Certainly I thought the contract could be ap- 
proved, Senator, at the time I signed the recommended findings of 
the division. 

Just how much before that time I felt that the contract would be 
approved, I wouldn’t be able to say, and I don’t think it is fair to 
characterize that feeling on my part as having been derived from 
attending those conferences. 

I think that was part of the normal administrative process in put- 
ting a contract of this character together, but I don’t think that-that 
had anything to do with my feeling about how the recommended find- 
ings would read at the time they were filed after the equity proceeding 
hearing had been completed. 

Senator O’Manoney. Mr. Chairman, may I ask a question. 
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Tn one of your responses to the chairman of this subcommittee a few 


moments ago, you spoke of some divergence of views between yourself 
and the Commission. 


Mr. McDowe tu. Yes, sir. 

Senator O’Manonery. With respect to the equity aspect of the Dixon- 
Yates financing. 

Mr. McDowe tu. That is correct. 

Senator O’MAnoney. What was that divergence of view? 

Mr. McDowet. I had difficulty in seeing how the standard of 
10 (c) (2) of the Holding Company Act, which is the integration 
section, was complied with by this kind of a proposal, and I recom- 
mended, and the members of my staff, Mr. Freedman and Mr. Lester, 
who also signed those recommended findings, agreed that absent the 
ability to make those findings, it nevertheless was possible for the 
Commission to approve this contract, since it was a contract between 
the Mississippi Valley Generating Co. and the United States Gov- 
ernment, and we felt that the same considerations which pertained 
to the application of 10 (c) (2) did not necessarily pertain in an 
arrangement between the United States Government and a private 
contractor. 

Senator O’MAnoney. Now, what are the considerations required 
under 10 (c) (2) % 

Mr. McDowe tt. That the acquisition will tend toward the creation 
of an integrated system. 

Senator O’MAnoney. And you were satisfied at that time that that 
result would not follow from the presentation that was made? 

Mr. McDowe tL. I was doubtful that the Commission could make 
that kind of a finding. 

Senator O’Manoney. Do you still entertain that doubt ? 

Mr. McDowe t. I do. 

Senator O’Manoney. You never abandoned it? 

Mr. McDowEL.. No, sir. In other words, I was proceeding on a 
different legal principle, Senator, from the principle espoused by the 
Commission itself in its opinion. 

Senator O’Manoney. What was the legal principle upon which you 
were proceeding ¢ 

Mr. McDowe t. I was proceeding upon the principle that 10 (c) 
(2), the background and history of it and the purpose of it, made it 
evident that it wasn’t intended to apply to an arrangement made in 
which the Government was the principal recipient of the power. 

Senator O’MAanonery. What is 10 (c) (2) ? 

Mr. McDowe tL. That is the integration finding, as I just indicated. 

Senator Mauoney. Yes, I know, but can you set forth the exact 
language ? 

Mr. McDowe tt. No, sir. 

Senator Keravuver. Let us get a copy for the record at this point, 
and then you can explain it, Mr. McDowell. 

Mr. McDowe tt. I think I have already stated what it is, to the best 
of my ability. 

Senator O’Manoney. We want the exact language. 

Mr. McDoweE tt. I would suggest you get it. 

Mr. Trmpers. I saw a brief there and I think the statute is quoted 
in the brief, if I am not mistaken. 
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Mr. McDowe tt. I will read 10 (c) (2) into the record, Senator, if 
you would like to have me do so. 

Senator O’Manoney. I think it would be important. 

Mr. McDoweE ut. Section 10 (c) (2) says: 


Notwithstanding the provisions of subsection (b), the Commission shall not 
approve (1)— 


which is not really a point here, and— 


2. The acquisition of securities or assets of a public utility holding company 
unless the Commission finds such acquisition will serve the public interest by 
tending toward the economical and efficient development of an integrated public 
utility system. 

Senator O’Manoney. You felt that that was not met? 

Mr. McDowe .t. I was unhappy about the problems which that sub- 
section created so far as this proceeding was concerned. 

Senator O’Maunonry. What were the problems as you saw them ? 

Mr. McDowe t. Well, the plant here was going to be located, as 
the evidence before the Commission shows, some 150 miles away from 
the nearest distribution territory of the Southern system, and I had 
some doubts as to whether, in view of that, it could be said to tend 
toward the creation of an integrated Southern system. 

Senator O’Manonry. Did you have any doubts about the disparity 
between equity and debt ? 

Mr. McDowe tu. No, sir; none whatsoever, not under the circum- 
stances of this case. 

Senator O’Manoney. Well, would you have approved such dis- 
parity in an ordinary public-utility case? 

Mr. McDowe . No, sir; not unless the consolidated system debt- 
equity ratio was very favorable and the disparity was simply in a 
single small generating company which was part of the system, and 
whose output was being used by the other companies. 

Senator O’Manoney. That was not the case here. 

Mr. McDowe tt. That was in part the case here, but not entirely; 
no, sir. 

This was a generating company solely, and from that standpoint 
it was the case. It is also a fact here that the debt-equity ratios of 
MVG did not have any substantial adverse effect on the debt-equity 
ratios of Middle South consolidated or Southern consolidated if the 
MVG financing structure was consolidated with those of the sponsor- 
ing companies on a proportional basis. 

Senator O’Manoney. Did the problem ever come before you that in 
order to deliver this power, which was to be created by this so-called 
private utility, a subsidiary of two holding companies, it would be 
necessary for the Government itself to make the appropriation to 
build the transmission line? 

Mr. McDowett. No, sir. 

Senator O’Manoney. At a cost of $1 million greater than the cap- 
ital of the company.? 

Mr. McDowe tt. No, sir. 

Senator O’Manoney. Thank you, Mr. Chairman. 

Senator Lancer. Mr. Chairman, I would like to get the divergent 
views. What gentlemen were on one side and what gentlemen on the 
other in the divergent views? 

Mr. McDowe tt. Well, I think that members of the staff, Senator, 
who signed the recommended findings of the staff were convinced 
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that the view I have just tried to express as my view is the correct 
view. The Commission apparently did not agree with this because 
their opinion did not reflect the staff’s view on that point. 

Senator Lancer. Well, what members of the Commission ? 

Mr. McDowetu. Well, the vote was 4 to 1, as you are well aware. 
There was one dissenting vote. Apparently he had the same problem 
of integration as we had. 

Senator Lancer. What about the members of the SEC? Did they 
express themselves ? 


Mr. McDowe tt. That is what I am talking about, the members of 
the SEC. 

Senator Lancer. What about the members of the Atomic Energy 
Commission ? 

Mr. McDow.e tt. I had no reason, or there would have been no way, 
sir, of knowing what the views of the members of the Atomic Ener gy 
Commission were. I only met 1 member, no, I met 2 members. The 
only time I had a discussion was with Mr. ¢ ampbell. It was purely 
an exploratory discussion for the purpose of advising them what the 
issues would be. 

Senator Lancer. Furnish their views now. Where were they in 
opposition 4 

Mr. McDowe t. I think the brief speaks for itself. 

Senator Lancer. I would like to have you tell us. 

Mr. McDowe tt. Well, it would take me half an hour to try to de- 
scribe what all their views were. They have got all kinds of posi- 
tions in their brief. 

Senator Lancer. We have got from now until Christmas. 

Mr. McDowe tt. I am not an expert on their views, either. I would 
suggest you call Mr. Volpe as a witness and have him testify as to 
what their views were, if you want to know what their views were. 
They are expressed in their papers, not our papers. 

Senator Kerauver. I think, Senator Langer, that these divergent 
views will come out as we go along. 

Senator Lancer. Good. 

Senator Krravver. Now, I want to get back to the subject that you 
were discussing with Sen: ator ©’ Mahoney. Section 10 (c) ( (2) of the 
Holding Company Act was a provision which, in this instant case, 
required that it would be a contribution or part of an integrated sys- 
tem, and your trouble there was that the Southern Co. had an interest 
in this Mississippi Valley Generating Co. to the extent of 20 percent, 
and this was getting them completely out of their area, wasn’t it? 

Mr. McDowe tt. Slightly out of their area; yes, sir. 

Senator KEeravver. They had the Georgia and Alabama and part of 
Florida. 

Mr. McDowetr. I testified as to the distance. It was 150 miles from 
the nearest operating distribution. 

Senator Keracver. And also the Mid-South Co., Mr. Dixon’s com- 
pany, furnishing power over in Tennessee, was getting out of its 
area ? 

Mr. McDowet.. Well, we were of the opinion on the staff that if 
the power could not be used in Tennessee, it could be used in the State 
of Arkansas and elsewhere in the Middle South system so far as 
Midi lle South was concerned. 
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Senator Kreravuver. But in any event, the proposed prime use of 
the power was over in Memphis in the TVA area. 

Mr. McDowett. There is no doubt but what that was the intended 
use. 

Senator Krravver. So actually they were getting out of their serv- 
ice area, too ? 

Mr. McDowet.. Well, they were not going to own a distribution 
system outside their territory, and they were not going to own a gen- 
erating station located outside their territory, so the problem was 
really quite different than the problem with respect to Southern, in 
my opinion, sir. 

Senator Kreravver. Well, in any event, the purpose of several of 
these conferences and part of the purpose of your memorandum of 
August 31, 1954, exhibit 103, was to devise a method of avoiding that 
objection of 10 (c) (2) ? 

Mr. McDowe ut. I would not agree with that, sir. It seems to me 
the objection of 10 (c) (2) was inherent in this situation from begin- 
ning to end, and nothing we could do, nothing anybody could do, in 
changing the terms of the power contract or changing arrangements, 
would affect that in any way. 

We had a situation here where the plant was going to be 150 miles 
away from the nearest distribution territory of Southern. Nothing 
in the power contract was going to vary that fact, so that I disagree. 

Senator Krrauver. Mr. McDowell, you saw the objection to this 
arrangement under 10 (c) (2), and had it just been a matter between 
utilities, between the city of Memphis and Dixon- Yates, and the Gov- 
ernment had not been a party, that would have been a fatal objection 
in your opinion ¢ 

Mr. McDowe tt. It would have been; yes, sir. 

Senator Keravuver. So that 

Mr. McDowe tt. In my opinion. 

Senator Keravuver. In your opinion. So that the legal principle 
that—well, let us just make that clear, that if it had just been between 
the power companies themselves under 10 (c) (2) of the Holding 
Company Act, the SEC in your opinion could not have approved 
financing where Southern Co. was going to get over into another trade 
area. 

Then there was also a less important question in your mind in the 
fact that the Mid-South was going to furnish most of its power over 
in another trade area, to wit, Tennessee. 

Mr. McDowe t. I think I should also say that it certainly is not 
my opinion that two holding companies cannot own jointly a generat- 
ing company, and I think that is legal under the act. 

I think obviously that the generating company des not have to be 
located in precise line between the operating areas of the two com- 
panies, but it has got to be reasonably close to the line so that under 
the then state of the area, which is language used in the statute, elec- 
tricity can be economically transmitted from the location of the plant 
into the operating territory of the system in which the plant is not 
located. 

And, of course, there was some testimony in this proceeding to the 
effect that such economical transmission could take place here, but 
the difficulty I had with that was that there was no immediate inten- 


tion of building a line from this MVG plant to the territory of 
Southern. 
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Senator Krerauver. A line was going to be built into Tennessee? 
Mr. McDoweuu. No. The line I am talking about would have to be 
built from the plant down to, I believe it was, Georgia, but the nearest 

-nerating territory of Southern. 

Senator Kerauver. Of the Southern Co. 

Mr. McDowELL. Yes, sir. 

Senator Krerauver. And so you, Mr. McDowell, saw a fatal objec- 
tion to their financing if this had been a matter between only power 
companies, so you had a legal theory and you presented the legal 
theory that it would be approved on the grounds that it was a Gov- 
ernment contract involving AEC power; is that correct? 

Mr. McDowett. That’s right, sir. 

Senator Kerauver. That it had something to do with power going 
to be furnished, or the AEC was a party to it similar to OVEC and 
the EEI. 

Mr. McDowett. I don’t think it was similar to OVEC and EEI. 
Tam not naive enough to believe that, sir. 

Senator Krrauver. The theory you went on and you advised the 
Commission as to how they could get by under 10 (c) (2), was the 
Atomie Energy Commission being | a party to the eet 

Mr. McDoweu. The Government being a party to the contract; 
ves, sir. 

Senator Krrauver. Now, Mr. McDowell, will you look at the 
National Holding Company Act and see where the fact that the 
Government is a party makes any difference. 

Mr. McDowsr ut. No, there is nothing in there specifically on that 
point, sir. 

Senator Keracver. There is nothing that changes the application 
of 10 (c) (2) by virtue of the Government being a party / 

Mr. McDowe.u. Not on the face of the statute, no. It would be a 
matter of interpretation of the statute in the light of commonsense. 

Senator Krravuver. Well, in any event, the last two paragraphs of 
your memorandum of August 31, exhibit 103, deal with how you were 
advising the Commission to get around 10 (c) (2). 

Mr. McDowett. May I refresh my recollection on that? 

Senator KeFauver. Yes, sir; if you have a copy, and read it along 
as L read it: 

The Commission will also have to make sections 9 and 10 findings in con- 
nection with the acquisition by the sponsoring companies of the stock of 
Mississippi Valley, but the Director does not consider that this will be an 
unsurmountable problem in view of the fact that the project will be located in 
the territory of Middle South and will be less than 150 miles from the territory 
of the Southern Co., the adequate transmission connections between the systems 
of both companies and between the Middle South system and the project. South- 
ern Co. does not plan to run a transmission line from its system directly to the 
project, but instead, if the sponsoring companies take energy from the project, 
would expect to engage in power substitution with Middle South similar to the 
power substitution which will operate under the power contract in respect of 
the TVA. The Director doubts that it will be necessary for the Commission to 
rely on national defense as a reason for temporarily disregarding the standards 
of sections 9 and 10 and postponing to a later date the determination of whether 
the sponsoring companies can be permitted to continue their investments in 
Mississippi Valley. He—— 

[ suppose that is you, the Director. 

Mr. McDowe Lu. Yes, sir. 
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Senator Kerauver (continuing) : 


believes that an adequate record can be developed at the SEC hearing on the 
declaration to support favorable section 10 findings, though, of course, it will 
be up to the Commission which way it wants to proceed. 

It is apparent from what has already been said that the securities of Miss’ 
sippi Valley will be sold privately without competitive bidding. This wili 
require exemption from rule U-50 (under paragraph (a) (5) (B)) insofar as 
the bank loans (more than 10-year maturity) and first-mortgage bonds are 
concerned. The sale of the stock to the sponsoring companies will be exempt 
under paragraph (a) (3). Exemptions from rule U-50 were granted in the 
Electric Energy and OVEC cases, and the Director considers that in view of the 
circumstances (new company, new business, size, and complexity) there should 
be no difficulty in granting an exemption in this case. 

Now, Mr. McDowell, you meant in the first paragraph that I read 
that while there was a problem which would be insurmountable as 
between private utilities under 10 (c) (2), that you thought that they 
could get around approval notwithstanding 10 (c) (2), on the grounds 
that the Government was a party to the contract, and you ‘did not 
think they would have to go so far as to bring in national defense; is 
that right ? 

Mr. McDowe t. I had difficulty in seeing how national defense had 
any bearing on the decision in this case; yes. 

Senator Keravver. In other words it was your feeling that the 
Commission 

Mr. McDowe t. I had some doubts about the legality of the Com- 
mission’s opinions in the OVEC and EEI cases where we had relied 
on the 10 (c) (2) findings. 

Senator Krrauver. You suggested the fact that the contract 
with the Government was not sufficient—that if it became necessary to 


rely upon national defense, but vou doubted if that would be necessary, 
that is, if the Commission could not sustain it any other way, it would 
bring in the national-defense angle to get by. 
Mr. McDowe .. I think the memorandum speaks for itself. 
Senator Keravver. Let’s see what you mean by this sentence : 


Director McDowell said it would be necessary for the Commission to rely on 
national defense as a reason for temporarily disregarding the standards of 
sections 9 and 10. 

You are suggesting that it is going to be necessary for the Commis- 
sion to go that far? 

Mr. McDowe tt. I am not sure that it could go that far, to put it 
in your own words. Iam not sure that the national defense had any- 
thing to do with this proceeding or should have had. 

I was going to say I might try to point out to the committee what 
the theory of decisions were in the EEI and OVEC cases. What the 
Commission did there was to improve the equity financing involved 
which was substantially in the same ratio as that involved in this case. 
But in reviewing that they said we will not make the 10 (c) (2) find- 
ings at this time because we are satisfied that this project can be re- 
tained in the operating system of at least one of the sponsoring com- 
panies—there were several in each of those cases—we are not sure, for 
example, that Middle South will be able ultimately to retain its interest 
in EET because obviously the plant was located several hundred miles 
away from the Middle South territory. ‘The Commission said, we 
are deferring on it, therefore we are not making the section 10 (c) (2) 
affirmative findings at this time—we are going to wait until a future 
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date todo that. Isay to you that when a stock issue is being acquired 
by sponsoring companies the Commission has to make that kind of a 
finding—that is what the statute says. It was not done in those cases 
and I was disturbed about the legality of that kind of approach. 

Senator Krerauver. There is a lot of difference, in my opinion, of 
the OVEC and EEI decisions. In the decisions in the equity pro- 
ceedings, for instance, in OVEC and EEI, the Commission retained 
jurisdiction. It did not decide upon, as you say 

Mr. McDowe tt. In my opinion the Commission’s reservation of 
jurisdiction was of doubtful legality. 

Senator Kerauver. Also, did you find there was a national-defense 
effort, in going through the Atomic Energy Commission, and in the 
national interest? So there is a lot of difference of opinion. 

I just had a note that Mr. Armstrong has a very important engage- 
ment he has to go to at 11: 30 o’clock, and before Mr. Armstrong leaves 
{ think I should ask him, if he is now in a position to testify as to 
what advice Mr. Adams gave him with reference to his testimony 
when he decided to talk about the telephone conversation. 


TESTIMONY OF J. SINCLAIR ARMSTRONG, CHAIRMAN, SEC— 
Resumed 


Mr. Armstrrona. Senator, after the close of the hearing of the sub- 
committee on the 20th of July, 1 consulted with Mr. Gerald Morgan, 
the Special Counsel to the President, and he with the Attorney Gen- 
eral, and I am advised by Mr. Morgan that he has received the opinion 
of the Attorney General that on the 20th I should have testified to 
the fact, in other words, I would have been free to testify under the 
law to the fact that there has been conversation between Governor 
Adams and myself, and I think I would like, Senator, the record to 
show that I do so testify. However, the advice which Mr. Morgan 
received from the Attorney General and relayed to me was that with 
respect to the conversation I am not at liberty to testify, and I very 
respectfully must decline to do so. 

Now I would like, Senator 

Senator Kerauver. Let us get this straight, Mr. Armstrong. 

Mr. ArmstronG. I would want it clear that I have testified to every 
conversation that I have had or know of between myself and other 
members of the Commission and the staff and other Government of- 
ficials and people on the outside of Government that pertained to 
the Dixon- Yates financing equity and debt. 

Senator Kerauver. Mr. Armstrong, do I understand that you are 
not willing now to testify as to what advice Governor Adams gave 
you after you first appeared here, when you came back and we asked 
you about it and you testified about the telephone conversation, you 
are not going to testify as to what advice he gave you relative to your 
testimony up here? 

Mr. Armstrona. The Attorney General has advised the Special 
Counsel to the President that such testimony is clearly within the 
principles expressed in the letter from the President to Secretary of 
Defense Wilson of May 17, 1954, which is in the record, and I am 
advised that I must respect that position. 

Senator Kerauver. As I understand it, Mr. Gerald Morgan is 
Special Counsel to the President ? 


65950—56—pt. 26 
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Mr. Armstrone. Yes, sir; that is right. 

Senator Keravver. You have conferred with him and he conferred 
with the Attorney General ? 

Mr. Armstrona. Yes; he has been advised by the Attorney General. 

Senator Keravuver. And after being advised by the Attorney Gen- 
eral, he has advised you that you do not have to testify with reference 
to the advice Mr. Adams gave you concerning what you were going 
to testify here? 

Mr. Armstrong. That is right, Senator—not only that I do not 
have to but that I may not. 

Senator Kerauver. Of course, the privilege can be waived, can it 
not ? 

Mr. Armsrrone. Yes; and that is emphasized. 

Senator Kerauver. And Mr. Morgan and the Attorney General 
refuse to permit you to waive your rivileges ? 

Senator O’Manoney. Do I understand, Mr. Armstrong, so far 
as you are concerned and your oath of office is concerned, that the 
attorney to the President could forbid you to testify with respect 
to a conversation that Mr. Adams had with you, if there had been 
such a conversation, in which he had advised you to cooperate with 
the AEC despite the SEC law to approve the financing of this deal? 

Mr. Armstronc. Well, there was no such conversation. I am in- 
structed by the Special Counsel to the President that I should testify 
as to whether there was such a conversation and I can assure you 
that there was no conversation of that sort—absolutely none. 

Senator O’Manoney. Well then, what conversation is being with- 
held? What sort of a conversation if it was not that kind of 
conversation, what sort of a conversation was it? 

Mr. Armstronc. Senator Kefauver asked me if Governor Adams 
had discussed with me the testimony that I might give before this 
committee as to the conversation between Governor Adams and myself 
on June 11, and I was of the tentative opinion when the Senator—— 

Senator Keravuver. July 11. 

Mr. Armstrona. What was that, Senator ? 

Senator O’Manoney. July 11, he said. 

Mr. Armstrone. Is that right? 

Mr. Kerrre. It was the June 11 telephone conversation with Gov- 
ernor Adams, but you testified here on it on July 13. 

Mr. Armstronc. You asked me, Senator Kefauver, whether Gover- 
nor Adams had discussed with me the testimony that I might give as 
to the contents of the conversation that occurred between Governor 
Adams and myself on June 11? 

Senator Kerauver. On July 20 when you came here after two 
occasions refusing to do so, you agreed to testify as to the conversa- 
tion that you had with Mr. Adams but you refused, when asked a 
question, if you had talked with Mr. Adams about the testimony you 
were going to give this committee and whether he advised you what 
to testify—y ou refused to answer, and that is the issue now. 

Mr. Armstrong. I refused to testify as to whether there had been 
such a conversation and I now change that position because I am 
advised that I should have testified as to whether there was any such 
conversation, and there was. But there was no such conversation at 
any time of the kind that Senator O’Mahoney has described. I am 
advised that I must not testify as to what was said between Governor 
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Adams and myself on that subject. But I want to make the record 
perfectly clear, Mr. Chairman, that I have testified fully as to every 
conversation that I have had with anybody in the Government or out- 
side the Government or that I know of that pertain to the Dixon- 
Yates financing proceedings before the Securities and Exchange Com- 
mission fully and completely. 

Senator Krrauver. Let me just get this straight and then, Senator 
O'Mahoney, you can carry on. 

You now testify that you did have a conversation with Mr. Adams 
with reference to the testimony you were going to give this committee 
between the time you were up here and the time we asked you that 
question ¢ 

Mr. Armstrronc. That is correct, s 

Senator Kreravuver. On July 20? 

Mr. ArmstrronG. That is correct. 

Senator Krerauver. But now you refuse on advice of the President’s 
Special Counsel to tell what it was Mr. Adams said to you? 

Mr. Armstrong. That is right, Senator. 

Senator Kerauver. And what you said to him? 

Mr. Armsrrone. I think it should be clear to you that the Special 
Counsel, as I have testified, was acting under the advice of the Attor- 
ney General and I am under specific ‘instructions in the matter from 
the Special Counsel based on the advice of the Attorney General. 
I cannot violate that instruction, Senator. 

Senator Krrauver. Well now, Mr. Armstrong, how are we going to 
help the President carry out his full disclosure statement of August 
18, 1954, in which he wanted all matters about this made public, if his 
own special counsel is going to prevent you from testifying? 

Mr. Armstrone. Well I am not in a position to answer that ques- 
tion, Senator Kefauver. We have disclosed absolutely everything 
that pertained to the Dixon-Yates financing proceeding before the 
SEC. 

Senator Kerauver. How, Mr. Armstrong, are we going to help the 
President carry out his much-advertised full and open disclosure of all 
the facts if the Deputy President, Sherman Adams, is not going to 

come up and testify ? 

Mr. ArmsrronG. Well, Senator, I do not know, but I respectfully 
submit that this is not for me as Chairman of the SEC to say. 

Senator Krrauver. Well, you are aware of the fact that we have 
heen trying very hard to get Mr. Adams to come and testify. He 
refuses to do so and now they put a quietus on you insofar as that 

testimony is concerned. 

Mr. Armstrone. Well, you understand that I have testified to 
everythmg that was before the SEC in these proceedings. 

Senator Krerauver. It is very important what Mr. Adams advised 
vou and permitted you to come up here and say. I call to your atten- 
tion Mr, Adams’ letter of July 21: 


* * * You further state that the subcommittee is of the opinion that any such 
conversations or conferences are not privileged and should be fully disclosed. 
If the subcommittee is correct in its opinion on the question of privilege, the 
facts concerning any such conversations or conferences could readily be de- 
veloped by the subcommittee through the chairman of the appropriate quasi- 
judicial agency. 

Because every fact as to which I might give testimony either has been or could 
be testified to fully by other responsible Government officials, and because of 
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my official and confidential relationship to the President, I respectfully decline 
the subcommittee’s invitation. 
Sincerely, 


SHERMAN ADAMs. 


It seems here, Mr. Armstrong, that Mr. Adams is refusing to testify 
on the grounds that we could ask you about this matter and since it 
could be developed through you, he should be excused from coming. 

Mr. Armsrronc. I have told you fully about the matter as it per- 
tains to the SEC. What does it refer back to? 

Senator Keravver. Well, this is Mr. Adams’ letter to the chairman 
of this committee. It refers back to the conversation which you had 
had with Mr. Adams. : 

Mr. Armstronc. The conversation of June 11? 

Senator Kerauver. Yes. 

Mr. Armstrong. I have testified as to it fully. 

Senator Krravver. It also refers, of course, to any other conversa- 
tions that he has had with you, including the conversation about what 
he advised you to testify to. But my question is 

Mr. ArmstroncG. I am under specific instructions in that regard to 
the contrary. I do not see how your interpretation could be correct. 

Senator Krerauver. Mr. Armstrong, in our letter to Mr. Adams we 
invited him to come and testify about not only the June 11 conversa- 
tion and June 15 conversation but we asked him to testify about any 
conversations or any representations he had made to you or to other 
members of the Commission that have anythting to do whatsoever with 
the Dixon- Yates matter or the matter before this committee. 

Mr. ArmstronG. Well, I would want to say it doesn’t—my testimony 
on that is full and complete. 

Senator Kerauver. That would include any advice he would give 
you with reference to the testimony you would give this committee. 

Mr. ArmstronG. No, sir; that is not the interpretation. 

Senator Kerauver. Well, Mr. Adams is refusing to come on the 
grounds that we can ask you about it and—— 

Mr. Armstrone. No; not about that. 

Mr. Keerre. Let the Senator finish. 

Senator Kerauver. Mr. Adams is refusing to come and said we car 
ask appropriate heads of the quasi-judicial agencies about it and 
now the White House is talking out of the other side of its mouth and 
refusing to let the head of the quasi-judicial agency testify. I do not 
know what sort of operation this is. It is shocking. 

Mr. Timbers. Senator Kefauver, you were asking the Chairman of 
the SEC concerning a conversation that he admits he had with Gov- 
ernor Adams concerning the subject matter of his testimony before 
this subcommittee. He has testified under oath that he has told this 
subcommittee fully concerning every conversation he had with Adams 
or anyone else in the Government on the subject of Dixon-Yates 
and the Commission’s functions with respect to that contract. 

Senator O’Manoney. The difficulty is that that is not my recollec- 
tion of the testimony. 

Senator Lancer. It is not the testimony. 

Mr. Trmpers. I think if you will bear with me, Senator O’Mahoney. 
you will see the position that the Chairman is taking is consistent with 
the position the subcommittee has taken. You have asked the Chair- 
man to testify to that conversation he had with Adams while this 
committee’s hearings were going on. The record will show that this 
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rote sme asked Chairman Armstrong to find out whether he would 
be free to waive the privilege applied to the conversations he had with 
Governor Adams on June 11, June 15. The record will show that at 
the request of this committee he had such a conversation with Gover- 
nor Adams. 

Mr. Keerre. Do you have the date, Mr. Timbers? 

Mr. Trmpers. I think Mr. Armstrong either has given it or will 
give it. 

Mr. Armstronea. July 13. 

Senator Kerauver. And where was the conversation ? 

Mr. Armsrrona. Over the telephone. 

Senator Kerauver. Did you sell him or did he call you? 

Mr. ArmstrronG. He called me. 

Senator O’Manoney. Mr. Chairman 

Mr. Armstrong. Please let me finish. Governor Adams called me. 
It was during the recess of the second day of the hearings that he 
called me. 

Senator O’Manoney. I am very anxious to get this thing laid out 
straight. 


Mr. Timpers. That is what I was trying todo. I am awfully sorry 
that I couldn’t do that. 

Senator O’Manoney. I am too, but I think I would like to direct 
my questions first to Chairman Armstrong because I think that he 
can testify upon this matter without the advice of counsel—he is a 
lawyer—although I am glad to have you make any explanatory state- 
ment that you want to make afterwards. 

Mr. Tiveers. Of course, the committee asked him to get advice of 
counsel in connection with the answer to this question. 

Senator O’Manoney. Oh, of course, but that was the Attorney 
General of the United States. 

Mr. Trmpers. And he has reported to the committee the advice 
given to him by the Attorney General. 

Senator O’Manonry. Now let us see, Mr. Armstrong, did you not 
‘estify just a few moments ago that you had disclosed to this com- 
mittee, this subcommittee, ev erything that had taken place with re- 
speet to the Dixon- Yates contract before the SEC ? 

Mr. Armstrone. That had taken place with respect to the pro- 
ceedings before the SEC in the Dixon- Yates finances. 

Senator O’Manonry. Now do you mean by that that you gave your 
‘estimony with respect to conversations within the SEC ? 

Mr. Armstrona. No; of course not. 

Senator O’Manonry. Well now, it is not altogether clear and I am 
trying to make it clear, so you do not 

Mr. ArmstronG. I am awfully sorry—I thought it was implicit 
from the very beginning that you were not inquiring about that. 

Senator O’Manoney. Do you mean by that that you have given us 
testimony with respect to every conversation that you had with per- 
sons outside of the SEC? 

Mr. Armstronea. Yes; that is correct. 

Senator O’Manoney. Within or without the Government ? 

Mr. Armstrong. That is correct. 

Senator O’Manoney. Did you mean by that that you have given 
us testimony about every conversation that you had with Mr. Adams? 





756 POWER POLICY 


Mr. Armsrronc. That pertained to the Dixon-Yates financing be- 
fore the SEC; the answer to that is absolutely yes. 

Senator O’Manoney. Or any part of the procedure that the SEC 
had to do- 

Mr. Armstrone. Absolutely. 

Senator O’Manoney. With this business ? 

Mr. Armstronc. That is right; absolutely. You have a full 
disclosure. 

Senator O’Manoney. You have made a full disclosure of your con- 
versations with Mr. Adams ? 

Mr. Armstrrone. On that subject. 

Senator O’Manoney. And why is he forbidding you to tell us? 

Mr. Armstrrone. What I am forbidden to tell you is the subject 
matter of the telephone call that took place between Governor Adams 
and myself on the 13th that had nothing to do with the pending 
proceedings or the proceedings in the Dixon- Yates finances. That is 
what I am not prepared to testify to, Senator. 

Senator O’Manoney. Did you have a conversation with Mr. Adams 
about some subject that was entirely irrelevant to this investigation ? 

Mr. Armstrona. Yes. Excuse me 

Senator O’Manoney. To this investigation ? 

Mr. Armstrone. Well, no; it was relevant to this investigation. 
It had nothing to do with the proceedings before the Commission. 

Senator O’Manonry. Are you prohibited from testifying to this 
committee of any conversations that you had with Mr. Sherman 
Adams relevant to this investigation ? 

Mr. Armsrrone. Yes. 

Senator O’Manoney. You are forbidden ? 

Mr. Armstrrone. Except insofar as they pertain to the inquiry of 
this committee in regard to the Dixon-Yates financing proceedings 
before the Commission—the SEC—and on those I have testified fully. 

Senator O’Manoney. Then what is excluded? Were your con- 
versations with respect to the Dixon-Yates matter with others than 
the SEC? 

Mr. Armstrone. I do not understand the question. 

Senator O’Manoney. Well, then, I will repeat what I said. I want 
to find out clearly and directly, what is in your mind as to what you 
are permitted to testify about and what you are forbidden to testify 
about. When I asked you the question if Mr. Sherman Adams had 
directed you not to testify with respect to a conversation or conver- 
sations between you and him with respect to matters relevant to the 
investigation of this committee, you immediately drew back and indi- 
cated that you weer forbidden to testify about such matters. 

Mr. Armstrone. That is my understanding. 

Senator O’Manoney. That is your understanding. 

Mr. Armstrone. It is the instruction of the special counsel of the 
President based on the Attorney General of the United States and 
I cannot do anything different, Senator. 

Senator O’Manonry. Now it is very clear, Mr. Morgan is counsel 
for the President. In conference with him, you set down two different 
categories of matters with respect to which you could testify to this 
committee. He said, with respect to A you may testify; with respect 
to B you may not testify. Am I right? 
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Mr. Armstronc. Well, I do not want to quibble about details. He 
did not sit down with me but that is the advice I received from him. 
Senator O’Manoney. Well, whether you sat down or whether you 
were on your hands and knees I do not know. I think you were. 

Mr. Armstrong. Here is the thing 

Mr. Trupers. May I ask the Senator 

Senator Kerauver. Let Mr. Armstrong answer the question, and 
then if you want to make an observation, Mr. Timbers, you may. 

Mr. Timbers. Well, the Senator was kind enough to tell me a little 
while ago that I may speak later. I just want to be sure as to whether 
you want Mr. Armstrong to testify as to the advice of counsel that he 

1as received in response to this committee’s request so that he will 
understand clearly what you are asking for. 

Senator O’Manonry. I want to find out the nature of the testimony 
he is forbidden to give. 

Mr. Timpers. Based on advice of counsel ¢ 

Senator O’Manonry. Based on the advice of counsel, sure. 

Senator Kerauver. Well, wait just a minute. Mr. Morgan is not 
Mr. Armstrong’s counsel; he is the President’s counsel. 

Senator O’Maunoney. Oh, yes, of course, and the Attorney General 
and all of the array of counsel in and out of the Government whom 
they have brought into this matter in order to get this deal through. 
Whatever the counsel may be, I say they are included in what I am 
thinking. My question is based upon the fact that you have now 
said three times you have been forbidden by Mr. Morgan to give 
testimony to this committee with respect to matters which may be 
relevant to the investigation, have you not ? 

Mr. ArmstroneG. I would not be willing to phrase it that way, Sen- 
ator O’Mahoney. 

Senator O’Manonry. Well, phrase it in your own way. 

Mr. Armstronc. What I have been advised, and I think it is im- 
plicit from the letter of the Attorney General of July 12 which is in 
this record, is that matters which pertain to the Dixon- Yates financing 
proceedings before the Securities and Exchange Commission in its 
quasi-judicial capacity, because of the fact that the proceedings are 
substantially terminated, should be testified to. Now that is what I 
understand from the Attorney General’s letter of the 12th. Now IL 
have received these further instructions, if you will, that the special 
counsel for the President has received the opinion ‘of the Attorney 
General that that is all I should testify to and I have testified fully to 
those matters, and I just do not see how I can testify to anything 
more. 

Senator O’Manonry. I am not asking you whether you will or will 
not. I am merely trying to find out what the two categories are and 
you have made them very clear. Let me repeat it so there will be 
absolute meetings of the mind. 

There are two categories now with respect to which you have 
been advised by the counsel to the President, Mr. Morgan. One cat- 

egory is the category including financing transactions before the 
quasi-judicial body, the SEC. 

Mr. Armstrong. Yes. 

Senator O’Manonry. That you are free to testify to. 

Mr. Armstrong. And have ally and completely. 
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Senator O’Manoneyr. And you have fully and completely testified ; 
we have assumed that to be correct. 

Senator Lancer. Which, of course, is not true. 

Mr. ArmstronG. Well, I have testified that it is true. It is true. 

Senator O’Manonry. Mr. Armstrong, let us get back on the ball 
here. Now we come to category B. This is the category concerning 
which you have been forbidden’ to testify. The special counsel of the 
President, after conference with the Attorney General, says you may 
testify with respect to no other matter regarding this transaction ; is 
that right ? 

Mr. Armstrone. The conversation between Governor Adams and 
myself? I do not understand it to be regarding this transaction. I 
thought this transaction meant the Dixon- Yates financing proceeding. 

Senator O’Manoney. Well, I am trying to find out just what it does 
mean. Is it your interpretation of the advice of the counsel of the 
President, and this is hypothetical, that if Sherman Adams had talked 
with you about the ways and means by which AEC and Dixon- Yates 
and TVA and the White House or any of them or all of them were 
planning to put over this transaction and you were invited to partic- 
ipate in that discussion, that you did participate in such discussion, 
you would be prohibited from testifying ? 

Mr. Armstronc. No. I would be permitted to testify and there 
were no such discussions. And I think it is very important, Senator 
O’Mahoney, because there has been a lot said about tampering with 
the SEC. There has never been anything said to me or anything 
said so far as I know that has had anything to do with the ultimate 
decision the Commission made in the equity proceeding or that would 
pertain to the decision the Commission might have made in the debt 
proceeding if it had gone through. The only conversation that I have 
had, and I have testified to, which pertained to a suspension of a 
couple of days in the hear ing—there has never been any discussion by 
any representative of this administration with me that went to the 
merits of this case, and I say, Senator, there has been no tampering 
with the SEC. 

Senator O’Manoney. Was it not tampering with the SEC when 
Mr. Sherman Adams called you, the Chairman of the SEC, and told 
you to postpone the examination that was in progress before a hear- 
ing examiner of Mr. Wenzell because there was pending in the House 
of Representatives an appropriation which might have been affected 
if that testimony had taken place? 

Mr. ArmstronG. Well, that is not the conversation that Governor 
Adams had with me. That is not the way I repeated it. 

Senator O’Manoney. What was the conversation that you had? 

Mr. Armstrone. The conversation was that he wanted a day or two 
continuance because he could not get hold of his lawyers, and I have 
testified to the fact that he mentioned the fact that he had the other 
worry, namely, the fact that there was an appropriation bill in the 
House, and I said that has got nothing to do with me or nothing to do 
with the SEC. He said, “That is right.” 

Now there was never any suggestion of the slightest by Governor 
Adams that he was asking for that postponement for that other rea- 
son. I have testified to that fully. 

Now I think it is very important for you, Senator, to understand 
when you say “tampering with the SEC” I take that to mean inter- 
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fering with our judicial process, and I do not think there was any 
preter Bshiven with the judicial process in this case. 

Senator O’Manoney. Well, you may wish to define that in anyway 
you please. 

Mr. Armstron@. I do not think that to ask for a continuance be- 
cause the lawyers were out of town for a couple of days, that is tam- 
pering. There was no discussion of it. 

Senator O’Manoney. Do you not know that at the very moment 
that this conversation was held with Mr. Adams, there was pending 
in the House of Representatives this appropriation with respect to 
the transmission line ? 

Mr. Armstrona. I have already testified, Senator, on that that I 
do not follow the appropriation bills or any other bills before the 
Congress unless they are matters which are referred to the SEC for 
comment in the usual process. I did not know and I was not con- 
cerned with it. My reaction was it had nothing to do with me. 

Senator O’Manoney. You know it now? 

Mr. Armstrona. I have heard of it since. 

Senator O’Manonery. And you know that that appropriation matter 
came up in the House of Representatives at the very time the post- 
ponement took place and during the period of the postponement of 
the hearing ? 

Mr. Armstrone. That is a fact—that is history. 

Senator O’Manoney. Now, do you believe that there is any privi- 
lege to any person in Government to refuse to testify to this com- 
mittee about a matter as relevant as that to the investigation we are 

‘arrying on? 

Mr. ArmstronG. Well, I have already testified to it. 

Senator O’Manonry. That is not my question. I am not talking 
about this prohibition. 

Mr. Armstrona. I believe it is a privilege. 

Senator O’Manonry. Yes. 

Mr. Armstrona. I think it follows from the fact that I have already 
testified to that full conversation. As to whether or not it was a 
privilege I have already testified to, and I have been free to testify. 

Senator O’Manoney. Well, there is another man involved here and 
that is Mr. Adams. I want to find out eventually whether Mr. 
Sherman Adams is willing to deny that this postponement was for 
the purpose of relieving the pressure that would be developed in the 
House if Mr. Wenzell had been permitted to proceed with his testi- 
mony that the First Boston Corp. was involved. Now you are pro- 
hibited at this time on the instructions of the President’s attorney. 

Mr. ArmstronG. With respect to such matters I have no knowledge 
as to what was in Governor Adams’ mind but only as to what he said 
to me and I have testified on that subject. 

Mr. Trmpers. Senator, I have tried to wait very patiently but I 
would like to state very briefly our position. 

Senator Kerauver. All right, Mr. Timbers, state it very briefly. 

Mr. Timbers. It is a very simple matter. This Commission has 
determined to disclose fully all documents, all conversations, upon the 
subject of Dixon-Yates insofar as we had any function with refer- 
ence to it. We have been advised by the Attorney General through 
the special counsel to the President, however, that any conversations 
which have taken place within the executive branch of the Govern- 
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ment to which we have been parties since this investigation has begun 
and the hearings before this committee have begun are not within 
the scope of the matter which is the subject of this committee’s in- 
vestigation. 

Senator O’Manoney. In other words, you are forbidden to testify 
with respect to such conversations even though they be relevant? 

Mr. Armstronc. No, sir. 

Senator Kerauver. Now, Mr. Timbers, let me ask you : 

Mr. Trmpers. Senator, I am not through; will you please allow me 
just one moment. 

Now here is a good example. The conversation that you have been 
pressing Chairman Armstrong and which has now been fixed as having 
taken place between himself and Governor Adams on Wednesday, 
July 13, after these hearings had begun and after he had testified for a 
day or so before this committee, that conversation took place at a 
time when the record will show this committee asked Mr. Armstrong 
to find out whether he would be free to testify to the Adams conver- 
sation of June 11 and June 15 and, the record will further show, we 
expressed to this committee our desire fully to cooperate, and to that 
end and acting upon the instructions of the members of this subcom- 
mittee, we communicated with Governor Adams. 

Now that is the conversation that you are asking for and the infer- 
ence is perfectly obvious that the purpose of the conversation was to 
determine whether the principles of privilege expressed in the Presi- 
dent’s letter of May 17, 1954, to Secretary of Defense Wilson, which 
has been made expressly applicable to these proceedings by the Attor- 
ney General’s letter to Mr. Armstrong of July 12, 1955, all of which 
is in this record, and that when this committee asked Mr. Armstrong 
to find out whether he was free to testify to that conversation and he 
goes back and discusses questions of privilege, waiver, and privilege, 
in the public interest, and ultimately comes back here and testifies 
to the full conversation that you asked for that that intermediate con- 
versation related not to the subject matter of this investigation but to 
purely administrative matters within the executive branch of the Gov- 
ernment. 

Now I have tried my best to state the position of this Commission 
and I do not think that the members of this subcommittee, if they fully 
understand that what we are trying to do is to bring about and give 
to this committee the actual story of what went on—the full story 
of conversations and documents— and in order to do that we have got 
to have conversations amongst ourselves and amongst other represen- 
tatives of the executive branch of the Government—I do not think this 
committee wants those conversations. We do not so understand and 
we have not disclosed them, and that is the only reason we are not 
disclosing the Adams-Armstrong conversation of July 13, 1955. 

Senator O’Manoney. I will say to you, sir, I understand perfectly 
what you said. I have said it myself at this committee table and 
elsewhere that I recognize the privilege of conversations that may 
take place within an agency with respect to the matters with which 
that agency is concerned, but when conversations take place with 
others outside of the agency, whoever they may be, dealing with a 
matter that is before that agency whereby the presentation of evi- 
dence to your agéncy or any information concerning it may be given 





POWER POLICY 761 


secretly or otherwise or the administrative handling of the matter 
shall be directed, are not privileged, because I do not recognize any 
right on the part of the Attorney General of the United States, of 
the secretary to the President, of the assistant to the President, or 
even of the President himself, to interfere with the transactions se- 
cretly of the affairs of any commission or agency set up by the Con- 
gress to carry on quasi- -judicial matters because an administrative 
proceeding covers a great area and can be used to bring about a result 
which is desired. I believe that the Government of the United States 
was designed to be carried on in public before the public without 
concealment. I do not believe that anyone in the White House has a 
right to set up an iron curtain between the people of the United 
States and the quasi-judicial agencies of Government and the anony- 
mous assistants in the White House or the named counsel and assistant 
advisers. 

Mr. Trmpers. I assure you, Senator O’Mahoney, that that has not 
been done here. So far as this Commission is concerned, we have 
disclosed everything in accordance with our promise. But I do not 
believe, Senator, that you would expect us to disclose the conversations 
that. we have had at the request of this committee 

Senator Krravuver. Just a minute 

Mr. Timpers (continuing). With the Attorney General and with 
other representatives of the Government in order to determine whether 
the executive claim of privilege should be asserted or should be waived 
in the public interest. As to those conversations, we do not under- 
stand that this committee wants us to breach them and we are not 
prepared to do so. 

Senator Keravuver. Just a minute, Mr. Timbers. The fallacy, of 
course, of your argument is you cannot make a distinction between 
your willingness to testify or let Mr. Armstrong testify as to what 
happened in connection with the Dixon-Yates contract and at the 
same time deny this committee the right to inquire in what instructions 
he received from the assistant to the President as to what he should 
say in connection with this investigation. 

Mr. Timpers. Well, all those questions are in the waiver of privi- 
lege. 

‘Senator Kerauver. The other fallacy of your argument is that you 
are trying to imply that Mr. Armstrong talked with Mr. Adams about 
whether this was going to be a waiver of a privilege. In the first 
place, Mr. Armstrong said he went and saw the Attorney General 
and came back here with a letter. 

Mr. Timpers. The record does not show that. 

Senator Keravuver. Oh, yes. 

Mr. Armstrona. I did not testify that I saw the Attorney General. 

Senator Krrauver. Well, you came here with a letter from the 
Attorney General and you said you saw somebody in his office; I forgot 
whom. So there is no distinction between our right to investigate and 
our right to get what some high official has advised the witness to 
testify. You cannot carry on an investigation unless a committee can 
find out what influences have been brought to bear by high officials on 
witnesses. It is inherent in the right of the committee to find out what 
the assistant to the President has told this man to testify to. 
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We have kept Mr. Armstrong from his appointment, but I think it 


would be pertinent to just read this paragraph of my original letter 
to Mr. Adams: 


Since you have been identified in sworn testimony before the committee as 
having intervened in the request for information to this committee, the three 
members of the subcommittee, Senator O’Mahoney, Senator Langer, and myself, 
have decided to invite you to appear and testify fully about all such conferences 
in which you participated either formally or informally. 

Since it will be the purpose of the subcommittee to insist upon the testimony 
from others, since your name has already been mentioned, and since your name 
may figure in the testimony of others who will appear, the subcommittee feels 
that your own appearance is especially important for full development of all 


of the facts. 

So Mr. Adams was invited to come and testify fully about all con- 
ferences, and that would include this. 

I think I should call your attention also, Mr. Armstrong—for some 
reason or other, Senator Knowland, who represents the minority in 
the Senate, put in the Congressional Record yesterday on page 9876 a 
study—I do not know whether it came from the Attorney General or 
from the Legislative Reference Service of the Library of Congress— 
about the matter of privilege. It says here: 

The President may direct heads of executive departments to withhold con- 
fidential information from congressional committees in the public interest and 
Congress cannot coerce such officials into disclosing such information except as to 
cases where circumstances strongly point to wrongdoing on the part of depart- 
ment officials as in the Teapot Dome case or as when wholesale corruption is 
uncovered. 

Now that causes me to comment that in the first place this does not 
apply with the same effect to quasi-judicial proceedings and in the 
second place it has been stated here that we are investigating official 
corruption. We are investigating wrongdoing in connection with 
departments of Government, and how the special counsel for the 
President, particularly in view of the President’s repeated statements 
that he wants all of the facts made known, can refuse to allow you to 
testify, prevent you from testifying about what you were to tell this 
committee, or testimony you would give this committee, is really 
beyond my understanding. 

Senator O’Manoney. And particularly, Senator Kefauver, since 
there has been submitted to you divers exhibits this morning like 
exhibit 97 by Mr. McDowell, in which he tells us that the conference 
of August 3, 1954, between the AEC and certain representatives of 
SEC as represented by Chairman Demmler, Commissioner Arm- 
strong, and Mr. McDowell for the purpose of discussing in a general 
way the problem which the SEC might have under the Public Utility 
Holding Company Act of 1935. 

Now, I submit to you gentlemen, and I do this most sincerely, that 
this record submitted here by Mr. McDowell of your staff shows that 
you were in conference with the AEC. 

Were you there, Mr. Armstrong? 

Mr. Armstronc. Sure. I fully testified to it the other day. 

Senator O’Manoney. I am not questioning your testimony now. I 
am just laying the basis for the point I want to make, that here you 
were, the SEC, charged with the duty of enforcing the Holding Com- 
pany Act, and Mr. McDowell testifies that it was his position then and 
is still his position that a section of that law was being violated 
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Mr. McDowetu. That is a very unfair characterization of my testi- 
mony. 

+A O’Manoney. You said that it was not being complied with. 

Mr. McDowe.u. That is a very unfair characterization of my testi- 
mony, sir. 

Senator O’Manoney. Let me change it to, not being complied with, 
sir. 

Mr. McDowetu. Well, that is fine. 

Senator O’Manoney. You made that statement, did you not? 

Mr. McDowe tt. I do not recall what I said, but I did not say what 
you said. 

Senator O’Manoney. Here is the acknowledgment of this memo- 
randum that SEC was called into a conference with AEC with respect 
to this conference. Then there was the testimony before this com- 
mittee of Mr. Wenzell of his going into these various conferences. 
There was 

Mr. Armsrrone. He was never in any conference of SEC that I 
know of. 

Senator O’Manoney. Never mind, I did not say he did—into con- 
ferences at the White House. 

Mr. ArmstrronG. You said various conferences, and I have never 
been in any conferences with Mr. Wenzell. 

Senator Keravuver. Just a minute. Mr. Cook testified that he went 
to the White House. 

Mr. ArmstronG. The Senator has put it in a context that I was 
there and I have never been in any conference with Mr. Wenzell. 

Senator O’Manoney. I did not say that. 

Mr. Armstrone. I want it made clear that there is not any corrup- 
tion ‘as far as the SEC is concerned. I want that very clear. 

Senator O’Manoney. Let’s not get my questions mixed up as you 
are trying to get them mixed up. 

Here is the testimony of Mr. McDowell borne out by this memoran- 
dum and by the other memoranda that SEC was invited in. Now I 
say to you that Mr. Wenzell testified to this committee that he went 
to the White House with Admiral Strauss upon one occasion with the 
AEC, upon another occasion with the Director of the Budget Bureau, 
Mr. Hughes. He testified that they went down there to discuss this 
matter. 

(Subsequent to the adjournment of these hearings, and on reread- 
ing the official record, Senator O’Mahoney indicated he had inad- 
vertently mentioned that it was Mr. Wenzell who had gone to the 
White House. Actually, it was Mr. R. W. Cook, Deputy General 
Manager of the Atomic Energy Commission, who had testified that he, 
Mr. Cook, had gone to the White House under these circumstances.) 

So here we have a picture, clear as crystal, of conference after con- 
ference being held in the White House with respect to ways and means 
of carrying out this project involving several agencies of government 
utterly different from the ordinary sort of conference within an 
agency. Here is an attempt by all the agencies of the Government 
surrounding the White House being directed and guided by the White 
House as to what each agency shall play in the overall picture. That 
is what we want to find out, sir, and that is what we are entitled to find 
out. 
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Mr. Armsrrone. That is what we are fully testifying, so far as my 
knowledge as a member of the Securities and Exchange Commission 
is concerned. We have fully testified to that. 

Senator O’Manonry. We are entitled to know. I will say to you, 
sir, whatever Mr. Adams may know about working up this combina- 
tion of Government agencies to bring about a result in the SEC with 
respect to one of the very questions testified to by Mr. McDowell this 
morning in which he held one opinion and the Commission overruled 
him, and what we want to know is: Did the Commission overrule him 
as a result of these conferences in the White House ? 

Mr. Armstronc. The answer to that is “No.” 

Senator O’Manoney. Howdo youknow? You were not there. You 
just testified you were not there. 

Mr. Armstrone. I said, so far as I know as a member of the Com- 
mission. Absolutely not, and I testified here a few minutes ago, Sen- 
ator O’Mahoney, that there was no discussion so far as I know of 
the merits of the case as to how the Commission was going to decide it. 

Senator O’Manonry. So far as you know? 

Mr. Armstrrone. Yes, sir. 

Senator O’Manonry. That is what we want to know and that is 
what we are after. 

Mr. Armstrrone. I can only testify as to what I know. Now I testi- 
fied at the very beginning that this case was decided on the basis of 
the record before us, and the chairman this morning started out by 
talking about two records, the secret record and a public record. There 
was no such thing, and I want this record to reflect that. It is very 
important. 

Senator O’Manoney. I am just drawing a picture in which there 
is a great combination of Government agencies headed up in the 
White House to bring a certain result, and a theory of privilege is 
being asserted by which you come here and say that because of the 
direction of the counsel of the White House you may not testify. 

Mr. Armstronc. Senator, there is no privilege being asserted here 
with reference 

Senator O’Manonry. Did not you assert privilege this morning? 

Mr. ArMstTRONG (continuing). With reference to conferences that 
had to do with the Dixon-Yates financing before the SEC. 

Senator O’Manonry. I know. 

Mr. Armstrong. Let’s get that straight on the record. 

Senator O’Manonry. I know what you testified to. 

Mr. Armstrong. That is right. 

Senator O’Manonry. And I am not at all endeavoring to impugn 
your testimony. But I also have before me the letter of Mr. Adams 
with respect to this matter in which he attempts at one spot to say 
that everything has been testified that he could testify to and then we 
come along with your testimony saying that you have been instructed 
there with certain limitations placed upon you. 

Mr. ArmstronG. Everything that pertains to the Dixon- Yates pro- 
ceedings before the Securities and Exchange Commission I am present 
to testify to, and everything I know about it I have testified to. 

Senator Krerauver. Then, Mr. Armstrong 

Senator O’Manoney. I assume that to be correct, sir 

Mr. Armstronc. Well, thank you very much. 

Senator O’Manonry. For the purpose of this inquiry here 
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Mr. ArmstronG. Thank you; I appreciate that. 

Senator O’Manoney. Because you have said “so far as I know.” 
You have said that you did not attend this conference or did not at- 
tend that conference. So what this committee ought to know—— 

Senator Lancer. May I call your attention en. 

Mr. Armsrrone. I testified the other day to all of the conferences 
I knew about. 

Senator O’Manoney. But here is a man, Sherman Adams, who de- 
clines to come before the committee, and he knows all about it. 

Senator Krrauver. Senator O’Mahoney, to get back on the matter 
that we have here, that is, the President’s special counsel instructs 
Mr. Armstrong not to testify or what he should testify to up here, 
I cannot see any distinction between making an investigation and 
cetting testimony with reference to the Dixon-Yates matter and get- 
ting testimony to what a witness has been told to testify. 

Senator O’Manoney. That is right. 

Senator Kerauver. There cannot be any distinction. 

Now, Senator Langer, did you have something to say ? 

Senator Lancer. Yes. Mr. Armstrong has repeatedly made a 
statement that he has given us the entire conversation on June 11. 

Senator Kefauver asked you, sir, whether or not Mr. Adams, when 
you talked with him, mentioned the fact that the appropriation bill 
was pending over there in the House and you refused to answer. 
You have not answered it to this day. 

Mr. ArmstrroneG. Oh, Senator, I have. 

Mr. Timpers. He certainly has testified fully about that. 

Mr. Armsrrone. I testified fully and completely on that subject. I 
said during the course of the conversation the Governor stated that 
he had another worry and another concern, namely that this TVA ap- 
propriation was pending in the House, and I answered that that does 
not concern the SEC and he said, “That is right.” I testified to that 
fully and completely. I testified to everything that was said between 
Governor Adams and myself on June 11. 

Senator Krerauver. We have another committee hearing starting 
at 12:30 o’clock. What is your pleasure, gentlemen, about when 
we shall meet again ? 

Mr. Trmpers. Mr. Chairman, could I just briefly bring to the at- 
tention of the committee a section of the statute of the committee 
that I think may be helpful in apprising the committee of our prob- 
lem in this area of privilege. I just respectfully direct the commit- 
tee’s attention to title 5, sections 303 and 304, which permit the At- 
torney General of the United States to render opinions only to the 
President and to the heads of departments, and in view of the fact 
that this subcommittee repeatedly has requested Mr. Armstrong 
and others in the Commission to seek the advice of the Attorney 
General, it has necessarily been incumbent upon us to contact others 
in the executive branch of the Government to request the Attorney 
General to render that opinion which only can be rendered directly 
to the President or to the head of a department—not to the heads of 
the independent agencies. So when, Senator Kefauver and Senator 
O’Mahoney, you press Mr. Armstrong upon conversations he has had 
with others in the executive branch of the Government during the 
pendency of these hearings when there is outstanding on the record 
of this committee requests that he contact or communicate with and 
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obtain the opinion of the Attorney General, it seems to me that it 
is perfectly inherent in the requests of the committee that there 
should be communications between Mr. Armstrong, myself, others at 
the Commission, with others in the executive branch of the Govern- 
ment in order to comply with this committee’s requests and in com- 
pliance with the section of the United States Code that I have re- 
ferred to. 

Now I think that will go a long way, if I may respectfully suggest 
so, to explain the reason we have taken the position that the conversa- 
tions between Mr. Armstrong and Mr. Adams should not be divulged. 

Senator Keravuver. Well, you know, Mr. Timbers 

Mr. Timpers. Because of the letter of May 17, 1954, to the Secretary 
of Defense, as we have been so advised by the Attorney General 
through the Special Counsel to the President. 

Senator O’Manonry. What you are saying, Mr. Timbers, amounts 
to this in the ultimate—that the heads of the agencies of Government 
could be brought together in the White House to commit a completely 
illegal act and could refuse to testify about it on the ground of 
privilege before a committee of Congress having jurisdiction of the law 
under which they act. 

Mr. Timbers. I would respectfully deny that I said such a thing or 
give rise to that inference, Senator; it is quite the contrary. 

Senator O’Manoney. I did not say that. If privilege goes as far as 
you say it goes, goes as far as you have described it, well then 

Mr. Timbers. We do not go that far, sir. 

Senator O’Maunonery. Well, I did not think you would. 

Senator Keravuver. I think your remark is rather remarkable. You 
have argued here for some time that the Securities and Exchange 
Commission was in the executive branch and, therefore, had certain 
privileges. Now, for the purpose of defending Mr. Armstrong’s posi- 
tion, you are arguing that they are not in the executive branch but 
they are independent agencies and cannot consult with the Attorney 
General. So you are proving the point that we tried to make here 
some time back and, Mr. Timbers, you know as a matter of fact that 
Mr. Armstrong just getting in touch with Mr. Adams who is not a 
lawyer for the purpose of enabling Mr. Armstrong to consult with 
somebody in the Department of Justice—Mr. Armstrong had no 
trouble getting in touch with somebody in the Department of Justice 
one time before for an opinion. You do not mean to leave the infer- 
ence here that when you or he wants to get in touch with the Depart- 
ment of Justice you have to go through Mr. Adams. 

Mr. Timeers. That is the policy of the Department of Justice, 
Senator. I have not laid it down but it is a well-established policy, 
and I assure you that what I have told you is precisely the method we 
follow. 

Senator Krravuver. Mr. Timbers, every time you want to get in 
touch with the Department of Justice, you go through Mr. Adams? 

Mr. Trmpers. I did not say that. That cannot be done—but that 
opinion cannot be obtained by us directly from the Attorney General. 

Senator Kerauver. Mr. Timbers, that is farfetched. 

Mr. ArmstronG. That is what the statute provides. 

Senator Krrauver. You did not have to get Mr. Adams’—you 
came down here with the opinion from the Attorney General. 
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Mr. Kererre. This is the letter from the Attorney General, Senator, 
dated July 12, and his conversation with Governor Adams was July 13. 

Senator Kerauver. Let me ask this. Was this conversation you 
had with Mr, Adams when he called you to advise you about the testi- 
mony you gave, was that July 13? 

Mr. Armstrrona. Yes, 

Senator Krrauver. Then you did not consult with him before you 
went to see the Attorney General ? 

Mr. Timpers. This is a previous request you asked for, Senator, and 
the record will show that the Attorney General’s letter of July 12 was 
in response to an earlier request by this committee for the opinion of 
the Attorney General and it was obtained in the same route as our 
subsequent advice was obtained. 

Senator Kerauver. Just a minute. The conversation that we are 
trying to get Mr. Armstrong to tell about was the instructions he re- 
ceived from Mr. Adams about his testimony to this committee. Mr. 
Armstrong has testified that Governor Adams called him on July 13. 
Mr. Armstrong had already seen the Attorney General and we have 
a letter here from the Attorney General. 

Mr. Armstrone. I had not seen the Attorney General and I have 
testified to it, Senator Kefauver. 

Senator Kerauver. Just a minute, Mr. Armstrong. Anyway, you 
came up here with a letter from the Attorney General dated July 12 
and you had submitted something to him. So Mr. Armstrong’s con- 
ference with Mr. Adams could not have had anything to do with this 
legal opinion from the Attorney General. 

Mr. ‘Trmpers. No; but you asked for a subsequent legal opinion, 
Senator, and the record fully shows that. You have asked for re- 
peated opinions from the Attorney General to be obtained through Mr. 
Armstrong. 

Senator Kerauver. You did not have to get in touch with Mr. 
Adams to get this opinion for Mr. Armstrong. 

Mr. Trupers. | assure you we did have to go through precisely that 
procedure. 

Senator Kerauver. You further overlooked the testimony that Mr. 
Armstrong did not call Mr. Adams; Mr. Adams called him. That 
he was trying to get Mr. Adams’ permission to go down to the Attorney 
General is ludicrous on its face for he would have been calling Mr. 
Adams. Mr. Adams would not have been calling him. 

Mr. Trweers. I think I will stand on the record, Senator, and on the 
statute that I have brought to your attention because I think it explains 
fully the method that we have pursued here at the committee’s request. 

Senator Kerauver. Well, to coach a witness who is going to appear 
before a congressional committee without the witness telling what the 
coaching or the instructions were, we will go into that further. 

We will have to recess at this time. 

Senator O’Manonry. Mr. Chairman, may I just add a few words. 
T am addressing no question to anybody. I am just presenting some 
of the significant exhibits which have been laid before us this morning 
by the SEC. 

Here is exhibit 104. It isa memorandum by Mr. McDowell, Direc- 
tor of the Division of Corporate Regulations, to the Chairman of the 
Commission, April 9, 1954, re “Middle Southern Co.: generating sta- 
65950—56—pt. 2—7 











768 POWER POLICY 


tion project.” It begins by the statement that he had a short confer- 
ence with Messrs. Dixon, Canaday, and the attorneys for Middle 
South and some others. 

Here is an exhibit 99, dated October 18, showing that in the office of 
J. E. Rankin, Assistant Attorney General, Office of the Legal Coun- 
sel of the Department of Justice, there w as a conference of Mr. Ran- 
kin and several of his assistants, Mr. Arthur B. Focke, Bureau of the 
Budget; Mr. Diamond and Mr. Meyer, of the Atomic Energy Com- 
mission; K. W. Blackburn, of the Department of Agriculture; Mr. 
Timbers and Mr. McDowell, of the Securities and i xchange Com- 
mission; Mr. E. H. V aughn, of the Internal Revenue; and the Fed- 
eral Power Commission, represented by Willard Gatchell, General 
Counsel, and Harold Roberts, engineer. 

Here is a memorandum directed to the Commission under date of 
August 31, 1954, exhibit 103, to the Commission on the Dixon- Yates 
power contract by Mr. McDowell. 

Here is a memorandum from the files of exhibit 101, Mr. McDowell, 
a memorandum of conference held on November 7, 1954, in the office 
of the Attorney General of the United States, at which were present 
the following persons: The Attorney General, Mr. Brownell; Mr. 
Mitchell, Counsel for the Atomic E nergy Commission; Mr. Fred 
Ford, Assistant to the Attorney General: Mr. Ulman, Assistant to 
Mr. Rankin, Mr. Rankin being an Assistant Attorney General, and 
this too had to do with a discussion of the filings and approval neces- 
sary under the Holding Company Act so far as the SEC was con- 
cerned for this transaction. 

And then we have a memorandum from Mr. McDowell to Earle 
©. King, Chief Accountant of the SEC, dated September 13, 1954, 
with respect to the Dixon-Yates power contract, and here we have 
exhibit 97, dated September 1, 1954, showing that on August 3, 1954, 
the Commissioner, Joseph Campbell, of the AEC, Mr. Mitchell, the 
General Counsel, Mr. Cook, and Mr. Nichols had a conference with 
Chairman Demmler, Mr. Armstrong, and Mr. McDowell with respect 
to the Dixon- Yates contract. 

These are exhibits that show by the written documents presented 
to this committee that the Dixon-Yates contract, now canceled, was 
being promoted for considerably over a year by a group of Govern- 
ment departments and agencies directed from the White House, and 
Mr. Sherman Adams declines to testify. 

This is why I say, Mr. Timbers, that under the sort of privilege 
which is asserted here, a conspiracy against the Government itself 
could be worked out under a claim of privilege. 

Mr. Timpers. Senator, I have great difficulty in understanding 
when you indicate the full disclosure that we have made, and I assert 
again to the best of my ability 

“Senator O’Manonry. I ean point out, sir, that you are not the 
man who gave the advice to Mr. Armstrong not to testify. The man 
who did that was Mr. Morgan with the concurrence of the Attorney 
General and the Attorney General was at some of these meetings. 
This record shows here today that some of the top leaders of the Gov- 
ernment were calling in not only employees—you were not called in, 
you were counsel to ‘the Commission—and I believe that you person- 
ally exercised your duties properly and under the law. I have no 
accusations to bring against you, sir. 
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Mr. Tirmeers. Thank you, sir. 

Senator O’Manoney. But what I do assert is that the White House 
has no power under the Constitution or the laws to direct or attempt 
to direct or to steer the administrative processes or procedure or the 
judicial procedure of any commission of the Government for the pur- 
pose of bringing about a result which is conceived in secrecy and cov- 
ered in secrecy, as the record before this committee shows. 

Time after time—time after time—there have been refusals to testify 
and time after time these refusals have been taken back. The Dixon- 
Yates contract was declared to be in the public interest, for defense, 
and now it is canceled. It turns out not to be a contract of that kind 
at all but a contract to force upon the city of Memphis the source of 
the power it must use for its own municipal plant. 

I might say to you in all sincerity that when the heads of the Gov- 
ernment in the White House, by telephone and otherwise, put you gen- 
tlemen under the embarrassment that you have been put under before 
this committee, it is going too far even for the White House. 

Mr. Trmpers. May I just say this very briefly, and I will be brief. 
All that I am concerned with, ‘Senator, and I am not going to debate 
with you on the larger issue that you have raised because I do not 
conceive it to be my function to do so, but as Chief Counsel to the 
Securities and Exchange Commission, I can assure you that although 
we have groped, and it may be it is my fault that we have groped, 
in dealing in this delicate area of Government privilege, neverthe- 
less, we have come to the end net result where I am prepared to certify 
to you and to this committee that there has been a full and complete 
disclosure of every shred of paper that we have, of every shred of 
testimony that is available from the Commission, members of the 
Commission, members of the statf, anyone you want over there, insofar 
as our Commission was involved in the Dixon- Yates project. 

Senator O’Manonry. And all of that testimony. 

Mr. Timbers. By the same token I think I understand correctly 
the position of the committee that it does not wish to probe into the 
method by which we confer with each other in the agency or we 
confer with others in the executive branch of the Government, in- 
cluding the Department of Justice, in an effort to respond to this 
committee’s requests. You have made requests. We were not sure 
whether we were free to comply with them until we sought the advice 
of the other agencies of the executive branch. We have now obtained 
that advice and in accordance with the President’s direction of a 
year or so ago, just about a year ago this month or a year ago August, 
we are now “making the full disclosure that this comimittee has asked 
for and which I promised this committee the first day I came here. 
I told you that we would cooperate and we would continue to cooperate. 

Senator O’Manoney. Has the Bureau of the Budget done that ? 

Mr. Armstrona. I would just like to say 

Senator O’Manonry. Before you begin, may I say because there 
were 2 or 3 that were talking, that this disclosure which Mr. Tim- 
bers has just recited which has been made by the SEC, and I for one 
am grateful for it as far as it goes, has yet to be made ’by the Atomic 
Energy Commission and by the Bureau of the Budget and those were 
two other agencies that were in this group into which you gentlemen 
were brought. 

Now make your statement. 
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Mr. Armstrone. Senator O’Mahoney, I would like the oppor- 
tunity to say this to you. I think I have said it before, but 1 want 
it to be perfectly clear in your mind and on the record. There has 
never to my knowledge, and I am speaking only of my nee 
as a member of the Commission and recently as a member holding the 
Chair 

Senator O’Manoney. I understand, certainly. 

Mr. Armstronc. To my knowledge there has never been any intimi- 
dation or interference or even discussion as to the decision which the 
Commission itself, the five members of the Commission, should make 
in this or any other case since I have been here, and the only thing that 
has been done is the matter of getting a continuance for a couple of 
days. There has never been any discussion that I know of of the 
decision on the merits. I think it is pretty well borne out by the fact 
that the recommended findings of a decision by the representatives in 
the Government in a case are not necessarily followed by the Commis- 
sion when it writes its opinion. 

Senator O’Manoney. The significance of your statement is that you 
acknowledge the postponement and that postponement came at a most 
significant moment to make possible the achievement of the Dixon- 
Yates contract. 

Mr. Armstrone. That is your conclusion and not mine. 

Senator O’Manoney. It is my conclusion, oh, sure. 

Senator Krerauver. We have argued about this now. 

Mr. Armstrone. May I complete my statement. I just want to 
make it perfectly plain that as a member of the Commission, I know 
of no interference or even suggestions as to the decision that the Com- 
mission might make in this case, and naturally the Commission is free 
to make different conclusions from the conclusions recommended by 
the staff or the conclusions recommended by the State of Tennessee 
or the conclusions recommended by the companies. There was no 
interference in the decision of this case. 

Senator Lancer. But you did postpone the hearings for 3 days when 
Sherman Adams telephoned you. 

Mr. Armstronc. That was the only thing that was done and I con- 
sider that to be a procedural matter. 

Senator Lancer. That is tampering with your testimony now. 

Mr. Armstrona. No one is tampering with my testimony. 

Senator Kerauver. Mr. Armstrong, I think it is fair to think, as 
we terminate now, that this committee will endeavor to show that the 
SEC joined with other agencies in writing facts upon which the con- 
clusion of the SEC was finally based. I think Justice Holmes at one 
time said, “Let me write the facts and you write the law.” We will 
go into that further, but these exhibits do show conferences which 
we have got to go into which the SEC had with other agencies, having 
to do with how to meet objections, what was going to be presented to 
the SEC. We will go into that fully. 

Mr. Armstrona. And we will cooperate with you, Senator Kefauver. 

Senator Kerauver. All right, sir. The question is when are we 
going to have our next session. 

Mr. Armstrona. My own situation is complicated by one appoint- 
ment outside the Commission plus one hearing in the Commission 


this afternoon, plus duty to be in our New York regional office for a 
day tomorrow. 
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Mr. Trmpers. Could we go on with Mr. McDowell this afternoon ? 

Senator Krerauver. Suppose we have Mr. McDowell to come in to- 
morrow morning? 

Mr. Timbers. We would be free this afternoon. 

Senator Kerauver. We have a full hearing of the committee this 
afternoon. 

We will really need you here, Mr. Armstrong, but I do not want to 
unduly upset your work. 

Mr. Keerre. I think you ought to be here, Mr. Armstrong. 

Mr. Armstrona. Well, there are proceedings before the Commission. 


Senator Keravuver. This is an agency office meeting up in New York 
in the morning. 


Mr. Armstrong. Yes. 

Senator Kreravuver. Well, you can postpone that, can you not? 

Mr. Armstrong. I can, but with great inconvenience. 

Senator Keravuver. Well, in that case, this hearing stands recessed 
subject to the call of the Chair. 


(Whereupon, at 12:35 p. m., the subcommittee recessed, subject 
to the call of the chairman. ) 








POWER POLICY—DIXON-YATES CONTRACT 


FRIDAY, JULY 29, 1955 


Unirep Srates SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY, 
OF THE COMMITTEE ON THE J UDICLARY, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10:20 a. m., in room 
457, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (presiding), O’Mahoney, and Langer. 

Also present: Arthur John Keeffe, assistant counsel, and George E. 
Clifford, assistant counsel. 

Senator Krrauver. Let the committee come to order. I thought it 
might be of help and importance to the committee and to Mr. 
Armstrong and Mr. McDowell and to anyone else who is following 
this hearing for me to state as clearly as possible the main point of 
inquiry, insofar as the Securities and Exchange Commission is con- 
cerned, and also to read a diagnosis of some questions brought up 
in connection with the various memoranda which have been made 
exhibits here, and so with that in mind, we have prepared a state- 
ment of what we think the situation is today and of the analysis of 
the memoranda which have been put in as exhibits. 

I want to be frank with Mr. Armstrong and Mr. McDowell and 
say that the record of the equity proceedings, the record of the debt 
financing proceedings, and the subsequent announcement by the 
President of the cancellation of the contract, together with recent 
disclosures, indicate that there was a pattern on the part of the 
SEC, the Atomic Energy Commission, the Bureau of the Budget, and 
the Justice Department to get this Dixon-Yates contract approved. 

The disclosures which you gentlemen have made up to the present 
time with respect to informal meetings and communications regard- 
ing the Dixon-Yates matter which the Commission refused to dis- 
close to the State of Tennessee and to other intervenors, even after 
they had filed motions for full disclosure, demonstrates to my mind 
the unfair treatment of a sovereign State as well as the various mu- 
nicipalities and other distributors in the TVA area. 

The record up to this time indicates that a situation was created 
which made it difficult for the Commission to sit as an impartial 
and an unbiased judge of the case. The importance of the approval 
of the Dixon- Yates contract was well known by the Commission before 
it undertook the case. Now the main questions raised by the Dixon- 
Yates proposal were: 

(a) The debt equity ratio of 95 percent debt to 5 percent equity ; 

(6) The integration standards of section 10 (c) (2); and 
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(c) The issue under section 10 of interlocking relationships and 
concentration of control by these two large holding companies. 

Mr. McDowell’s various memoranda which were turned over to 
this committee just a few days ago contained some very interesting 
and revealing information with reference to these two main issues. I 
first want to call attention to Mr. McDowell’s memorandum of April 
9, 1954, which summarized a conference he had had with Mr. Dixon 
of Middle South, Mr. Barry of the Southern Co., and Daniel James, 
Mr. Dixon’s attorney. 

Do you have that memorandum there, Mr. Keeffe ? 

Mr. Kerrre. Yes, I do. 

Senator Krerauver. On the first page the memorandum states : 

The entire output of X whose plant will be located in West Memphis, Ark., 
which is in the territory of Middle South, will be delivered to the TVA which 
in turn will resell such power at wholesale by use by municipalities in that area. 

At the top of page 2 of that memorandum, after referring to the 
President’s budget message, Mr. McDowell states: 


In other words, Middle South and Southern will build the plant jointly at a 
cost expected to be in the neighborhood of $90 million rather than the Tennessee 


Valley Authority doing it. 

This was a memorandum to the Commission. This statement shows 
that the Commission was aware that the Dixon-Yates deal was put 
together in order that Dixon-Yates might supply customers in the 
area served by TVA. This memorandum showed that members of 
the SEC were aware there was no relationship to the atomic-energy 
program and that the Atomic Energy Commission was acting as a 
broker to make it possible for the Dixon- Yates combination to build 
a plant that would serve consumers in the Tennessee Valley area. 

The last paragraph of page 2 is even more shocking. It states: 

Middle South proposes not to consolidate the financial position of X with 
itself and its other companies, in preparing financial statements for the public 
and for the SEC. Mr. Dixon wanted to be very sure that this was understood 


from the very beginning for if the SEC should insist on consolidation, either 
initially or at a later date this would be a real obstacle to Middle South’s interest 


in the matter. 

In other words, as early as April 9, 1954, Mr. Dixon served notice 
on the Commission that Middle South proposed not to consolidate 
the financial position of the Mississippi Valley Generating Co. with 
itself and its other companies. As a matter of fact, at that meeting, 
according to Mr. McDowell, Mr. Dixon said that "if the Securities 
and Exchange Commission should insist on consolidation, this would 
be a real obstacle to Middle South’s interest in the matter. Now it 
is clear that Middle South went ahead with the deal. A proposal 
was made after the April 9 conference and a contract was executed. 
Hence the only conclusion that can be drawn from this statement of 
the conference is that Mr. Dixon was given assurances that Middle 
South would not be forced to consolidate the financial position of the 
Mississippi Valley Generating Co. 

Now, what is the significance of this point? 

Interestingly enough, the significance of the point is demonstrated 
by Mr. McDowell’s memorandum of October 15, 1954, to Mr. Lee 
Rankin, of the Justice Department. In the fourth paragraph of that 
memorandum, Mr. McDowell advised Mr. Rankin that the Commis- 
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sion had announced in the past that debtor companies subject to the 
1935 act should not exceed 60 percent of total capitalization. 

In a memorandum dated September 13, 1954, from Mr. McDowell 
to Earl C. King, chief accountant of the Securities and Exchange 
Commission, Mr. McDowell advised Mr. King: 

If consolidation is insisted upon there would be a decrease in Middle South’s 
equity ratio from about 34 to 29 percent of its total capitalization and a corre- 
sponding increase in debt ratio from 65 to 68 percent of its total capitalization. 

This is important for two reasons: One, it raises a serious question 
whether SEC should allow this proportionate ratio of debt to equity, 
but the second reason is perhaps even more important. Mr. Dixon was 
concerned about the picture his stockholders would have if Middle 
South was forced to reflect the true situation from the standpoint of 
actual debt. This clearly is the reason why Mr. Dixon at the meeting 
of April 9, 1954, told Mr. McDowell that if consolidation was insisted 
upon, this would be a real obstacle to Middle South’s interest in the 
matter. 

We turn now to Mr. McDowell’s memorandum of August 31, 1954, 
to the full Commission. ‘This memorandum summarized a confer- 
ence Mr. McDowell had on August 29 with Mr. Dixon, and Mr. Cana- 
day of Middle South Utilities. The first paragraph of this memoran- 
dum has to be read in conjunction with the first full paragraph at 
page 4 of the memorandum in which Mr. McDowell advised the Com- 
mission that the reason for postponements of hearings before the Joint 
Committee of Atomic Energy on waiver, acc cording t to Mr. Dixon, was 
because to date the TVA had refused to send any representatives to a 
conference with the Atomic E nergy Commission for the purpose of 
discussing the contract. On page 1, Mr. McDowell points out the 
critical import: ince to the whole : arrangement of the Atomic Energy 
Commission concluding a satisfactory agreement with the TVA to 
take Dixon- Yates power. 

He reported that the Board of TVA consisted of three members but 
that General Vogel, the new designee as Chairman of TVA, had not 
yet taken office. 

Mr. McDowell went on to say in this memorandum to the Com- 
mission : 


He— 
meaning General Vogel— 


will become a Director and Chairman of the Board on Saturday, September 1, 
1954. After that, Mr. Dixon hopes that the position of the TVA Board will be 
clear. 

The implications of these discussions which Mr. McDowell reported 
to the Commission serve to demonstrate once more the unwholesome 
manner in which this whole deal was conceived, developed, and finally 
consummated. 

At page 5 of the memorandum, Mr. McDowell discussed the prob- 
lem raised because of the debt- -equity ratio. And there Mr. McDowell 
advised the Commission : 

Therefore, if the SEC should be unwilling to go along with the 95-percent 


debt and should insist on a lower debt ratio, the whole structure of the contract 
and all of the negotiations carried on to date would be upset. 


Now, mind you, this statement was made by Mr. McDowell to the 
Commission en August 31, 1954, after Mr. Dixon had conferred with 
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him and had left with him a draft of the proposed contract which the 
memorandum indicates was the sixth proof dated August 11, 1954, 
between the Mississippi Valley Generating Co. and the Atomic Energy 
Commission. 

Accordingly, as early as August 31, 1954, it was clear to Mr. Mc- 
Dowell and to the Commission that if the SEC was unwilling to go 
along with the 95 percent debt, the “whole structure of the contract 
and all the negotiations carried on to date would be upset.” Doesn’t 
this show Mr. McDowell’s concern with not upsetting the applecart ? 

Now we turn to page 6 of the memorandum, and there we find 
Mr. McDowell’s report to the Commission—and I quote: 

Mr. Dixon says that under no circumstances will he permit Mississippi Valley 
to run its transmission lines into Tennessee and thereby be subject in any way 
to the laws of the State. 

Thus, the SEC was on notice as early as August 31, 1954, that by 
deliberate design the Dixon-Yates people were , seeking to avoid the 
jurisdiction of the State of Tennessee over an operating company 
which Dixon- Yates would own and control and which would supply 
power for consumers in the State of Tennessee. 

The significance of this for the SEC is perfectly clear from the 
Holding Company Act itself. In section 1 (a) of the Holding Com- 
pany Act the Congress of the United States states: 

Public-utility holding companies and the subsidiary companies are affected 
with a national public interest in that, among other things, * * * their activi- 
ties extending over many States are not susceptible of effective control by any 
State and make difficult, if not impossible, effective State regulation of public- 
utilities companies. 

Here was a situation where State control and regulation would have 
been possible if the Dixon-Yates people were required to do what is 
normal in such a situation. If they were going to provide power for 
consumers in the State of Tennessee, then the State of Tennessee should 
have jurisdiction to protect those consumers. Moreover, in section 
2 (a) of the Holding Company Act one of the criteria which the Com- 
mission must consider in determining whether or not a new acquisi- 
tion meets the integration standards of section 10 is the question of 
the effectiveness of regulation. Here Mr. McDowell clearly showed 
Mr. Dixon’s determination to avoid and circumvent an important 
requirement and policy which is clearly set forth in the Holding Com- 
pany Act. 

The last paragraph on page 6 of the same memorandum is most 
revealing, in view of Mr. McDowell’s testimony here Wednesday with 
respect to the position he took as Director of the Division of Corpo- 
rate Regulation on the questions raised under section 10. In his memo- 
randum to the Commission, Mr. McDowell said that the Commission 
would have to make findings under sections 9 and 10, and then he 
stated : 


But the Director— 
meaning, of course, Mr. McDowell— 


does not consider that this will be an insurmountable problem, in view of the 
fact that the project will be located in the territory of Middle South and will 
be less than 150 miles from the territory of the Southern Co., with adequate 
transmission facilities between the two systems. 


Mr. McDowell continued: 
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The Director doubts it will be necessary for the Commission to rely on national 
defense. * * * He believes that an adequate record can be developed at the SEO 
hearing on the declaration to support favorable section 10 findings, though, of 
course, it will be up to the Commission which way it wants to proceed. 

Now, what did Mr. McDowell mean when he said it will be up to 
the Commission which way it wants to proceed ? 

The entire tone of this memorandum indicates that the deal was 
going to be approved and the Commission could decide whether it 
would use “national defense” as a basis for approving it or would 
seek to approve it on the basis of a record made to support favorable 
section 10 findings. 

The other day Mr. McDowell told us that he didn’t agree with the 
Commission’s decision under section 10 of the act. Oddly enough, 
he didn’t tell us that earlier he had recommended to the Commission 
the very position which the Commission finally took. Now, of course, 
the fact that Mr. McDowell changed his mind was meaningless, be- 
cause he merely swerved from one method of approving the deal to 
another method, namely, that the Commission should find an implied 
exemption for Dixon which involved a contract with the Govern- 
ment. That was in the suggested findings. 

If one reads these memorandums, along with the other information 
that has been developed in this case, and then observes how the Com- 
mission and Mr. McDowell’s attorneys from the Division of Corporate 
Regulation prevented important information from getting in the rec- 
ord, then it is difficult to reach any conclusion other than that the later 
public hearings were nothing but asham. ‘The case had been decided 
before the Commission convened. 

In these circumstances, the appeal taken by the State of Tennessee 
to the courts is more than justified. 

Senator O’Manongy. Mr. Chairman, before you ask questions, may 
I make an observation? I do so because it is necessary for me to pre- 
side at a hearing on the nomination of two persons to fill a judicial 
appointment, Mr. Warren Burger of the Department of Justice, who 
has been nominated for district judge in the District of Columbia, and 
Mr. Thurmond Clark, who has been nominated for a judicial position 
on the west coast, so that I shall have to leave. But I do want to make 
a comment that you may wish to hear. 

I think it very important, Mr. Chairman, to take note of the para- 
graph which you read from page 6 of Mr. McDowell’s memorandum 
of August 31, 1954, in which he said that Mr. Dixon says— 
that under no circumstances will he permit Mississippi Valley to run its trans- 
mission lines into Tennessee and thereby be subject in any way to the laws of 
that State. 

I think that the committee should take into consideration and inter- 
rogate all of the witnesses here with respect to that particular incident, 
because it relates directly to the appropriation of $614 million by the 
Congress to build a transmission line which Mr. Dixon refused to 
build, so that the record before us shows that a hearing before one of 
the trial examiners of the SEC was postponed at the request of Mr. 
Sherman Adams of the White House, at the very time when the con- 
troversial issue of whether or not the House of Representatives should 
appropriate money to build a transmission line which Mr. Dixon ad- 
vised Mr. McDowell he would not permit his company, the generating 
company, to build. 
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I should also like to call attention to the fact that according to the 
memorandum furnished by Mr. McDowell or by the SEC yesterday, 
TT 99, a conference re Dixon-Yates, on October 18, 1954, at 10 
a.m. in the office of J. Lee Rankin, Assistant Attorney General, which 
was > ated by representatives from the Department of Justice, the 
Bureau of the Budget, the Atomic Energy Commission, the Depart- 
ment of Agriculture, Securities and E xchange Commission, the In- 
ternal Revenue Bureau, and the Federal Power Commission, was evi- 
dently a mobilization of the executive branch of the Government to 
consummate this transaction, the lines of which were laid out by Mr. 
Dixon in his interview with Mr. McDowell, and by Mr. McDowell 
communicated to the Commission. 

Senator Krrauver. We will question the witnesses about it. 

Mr. Armstrone. Mr. Chairman, as a matter of information, might 

ask a question at this point ? 

Senator Keravuver. Surely, Mr. Armstrong. 


TESTIMONY OF J. SINCLAIR ARMSTRONG, CHAIRMAN, 
SEC—Resumed 


Mr. Armstrona. I think so far as I am concerned, there is no con- 
fusion as to whether the Middle South system has lines in Tennessee 
and whether any of its subsidiaries are subject to the regulation of the 
Tennessee authority. I would like to know. It is my impression 
they do have some lines on the Mississippi River, they serve custo- 
mers over there and they are subject to the jurisdiction of the Ten- 
nessee Public Service Commission. 

Senator O’Mauoney. Are you still defending them, Mr. Arm- 
strong ? 

Mr. Armstrone. I am never defending Dixon and Yates, but I 
am defending the Securities and Exchange Commission from a very 
unwarranted conclusion which this committee has recently made by 
its statement of the chairman here this morning. 

I testified the first day I was here this case was decided by the SEC 
on the record before it. The memoranda that you have cited were 
not even admissible in evidence and were not considered. 

Senator Kerauver. Mr. Armstrong, the memoranda that you have 
filed here showing conferences at the Atomic Energy Commission, 
conferences with Dixon-Y ates, conferences with the Attorney Gen- 
eral, they in and of themselves show that the facts of the case were 
alre: ady presented, in such a way that you could approve the financing. 
That is what Mr. McDowell said the purpose was. 

Mr. Armstroné. Sir, the conclusions which you have attempted to 
draw 

Senator O’Manoney. Mr. Armstrong, will you pardon me because 
I have got to leave. To me it is altogether immaterial whether or 
not the Middle South has any other lines in Tennessee or not. 

Mr. Armstrone. I did not want there to be a misapprehension on 
your part. 

Senator O’Manoney. Well, the only thing that is before me and the 
only thing that is before this committee is that Mr. McDowell noti- 


fied your “Commission in this memorandum that Mr. Dixon says— 
now I am quoting: 


That under no circumstances will he permit Mississippi Valley to run its 


transmission lines into Tennessee and thereby be subject in any way to the 
laws of that State. 
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Now, that sentence refers to Mississippi Valley Generating Co. 
That is what he was trying to keep away from the jurisdiction of the 
State, and your attempt to bring in other lines is merely diversionary. 

Mr. Armstrone. No; it was not intended as such. 

Senator O’Manonry. Well, I am glad to know that. What I 
would like to know is why it happens that Mr. Sherman Adams, after 
Mr. McDowell had notified you of the attitude of Mr. Dixon with 
respect to this transmission line, asked you to postpone a hearing at 
which Mr. Wenzell of the First Boston Corp. was to be a witness, at 
the very time that a substitute transmission line was to be built at 
the cost of the Government of the United States. 

Mr. Armstrone. Well, I fully testified, Senator O’Mahoney, that 
that was not the ground which Governor Adams stated to me for the 
request for the temporary adjournment. 

Senator O°Manonry. I said it happened at the same time, a strange 
coincidence concerning which we are not able to get the presence of 
Mr. Adams to testify. 

Senator Lancer. Mr. Chairman, I am on the subcommittee of Sena- 
tor O’Mahoney in connection with the judicial appointments, so I will 
have to leave also. I will return just as soon as we get through. 

Senator Kerauver. Well, I don’t know what we can do if both of 
you are going to leave. We are supposed to have two here. 

Senator O’Manonry. I did not know that the meeting was being 
called this morning. 

Senator Keravuver. Senator O’Mahoney, can’t you handle the sub- 
committee and leave Senator Langer? 

Senator Lancer. It will not take very long. 

Senator Keravver. I don’t want to proceed here with just one mem- 
ber. We will take a recess here for 30 minutes. 

(Short recess taken.) 

(The subcommittee reconvened at 11:55 a. m.) 

Senator Krrauver. Let us have quiet in the committee room. 

The Chair has just received a letter from Mr. Sherman Adams 
which I will read into the record, dated July 26, 1955—I do not know 
the reason for the delay in delivery. 


Dear SENATOR KEFAUVER: I have your letter of July 21 replying to my letter 
of the same date. 


In my letter I made my position clear and that position has not changed. 
Sincerely, 


SHERMAN ADAMs. 

Mr. Keeffe, will you proceed with the questioning of Mr. McDowell ? 

Mr. Trmpers. Senator, in order to save time and enable the com- 
mittee to proceed as expeditiously as possible, may we in the Securities 
and Exchange Commission have an opportunity at the appropriate 
time later on to submit to the committee a statement in response to 
that that you made this morning? I think it might be the more 
orderly way to do it. 

Senator Kerauver. You may; that permission will be granted. 

Mr. Trmpers. Thank you, sir. 


TESTIMONY OF ROBERT A. McDOWELL, DIRECTOR, DIVISION OF 
CORPORATE REGULATION, SEC—Resumed 


Mr. Kerre. Mr. McDowell, I would like to begin if I could with 
when you went to the Securities and Exchange Commission. We had a 
statement here on the record from Mr. Dean about that. 
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Mr. McDowe ut. Well, I testified 2 days ago that I came to the Com- 
mission on September 1, 1953. 

Mr. Keerre. With whom was the arrangement made that you would 
come with the Commission? Whom at the Commission did you see? 

Mr. McDowe tt. All members of the Commission. 

Mr. Kerrre. Did you see Mr. Demmler in the first instance? 

Mr. McDowE Lt. Yes, sir. 

Mr. Keerrre. Was that September 1? 

Mr. McDowe Lt. No, sir. 

Mr. Keerre. What date was it? 

Mr. McDowe t. I testified 2 days ago that I made a trip to the Com- 
mission in August of 1953 and met all members of the Commission 
at that time. 

Mr. Keerre. The arrangement, Mr. McDowell, was that you were to 
become and did become Director of the Division of Corporate Regu- 
lation ? 

Mr. McDowe tu. That is correct. 

Mr. Keerre. Well, now, on April 9, 1954, which is the date of your 
first memorandum, you conferred on this Dixon-Yates proposition. 
How did that occur? 

Mr. McDowe tt. I do not understand your question. 

Mr. Keerre. On April 9, 1954, you wrote a memorandum to the 
chairman recording a conference with Dixon and Yates. Where did 
that conference take place? 

Mr. McDowe tu. In my office. 

Mr. Kererre. Was that a visit that the men paid to you at the 
Securities and Exchange Commission ? 


Mr. McDowe ty. That is correct, and I might add that is not un- 
usual. Under the sere Company Act they occur weekly practi- 


cally with the presidents of all companies that are subject to the regu- 
lation of that act. I have conferences almost daily with companies 
subject to regulation under the act. 

Mr. Keerre. In other words it is in line with your duty to go over 
a proposed financing transaction ? 

Mr. McDowe tt. That is correct. 

Emer O’Manoney. At whose suggestion was this conference 
called? 

Mr. McDowett. I do not recall. They came in. 

Mr. Keerre. Had you any prior knowledge of Dixon- Yates before 
that time? 

Mr. McDowett. None, except possibly references to it. I might 
have seen it in newspapers at that time, but I do not think there had 
been anything in the newspapers prior to that time. As I recall, in 
the memorandum, one reason why they felt they wanted to come in to 
see me then was so they could advise me what the proposition was 
all about before it was in the press, but I would not be able to say 
categorically that there had not been anything in the press about it 
before that. I just do not remember. 

Mr. Keerre. In that April 9, 1954, memorandum you apparently 
laid out the three issues that really were at the heart of this whole 
controversy as far as SEC is concerned, did you not? 

Mr. McDowetrx. Well, I think the memorandum speaks for itself, 
Mr. Keeffe. 
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Mr. Kerrre. Well, there was an issue with respect to capitalization, 
the ratio of capital debt? 

Mr. McDowe tu. Well, I would be glad to read from the memoran- 
dum 

Mr. Kerrre. That won’t be necessary. 

Senator Keravver. Well, just a minute. How long is the part you 
are going to read there? The effort of Mr. Keeffe was to try to save 
time. I mean, if it is not of ¢ any length, you can read it. 

Mr. McDowetu. I have forgotten just how it was but the condi- 
tions were that it would be financed largely by debt similar to OVEC 
and EEI. 

Mr. Keerre. What I want is a clear statement in English of the 
three problems that were involved in this transaction as far as the 
Securities and Exchange Commission was concerned. There certainly 
was one problem, was ‘there not, as to whether the ratio of debt to 

capital was adequate, 5 percent against 95 percent of debt? 

Mr. McDowe .. Yes, sir. 

Mr. Kerrre. Now what was the second problem ? 

Mr. McDowe tt. Well, then, too, there was the 10 (c) 2 problem. 

Mr. Keerre. What do you mean by the 10 (c) 2 problem? In plain 
English, 10 (c) 2 simply means integration, does it not ? 

Senator O’Manoney. For the record, 10 (c) 2 is a section of the 
law? 

Mr. McDowe tt. That is correct. 

Mr. Krerre. What does that mean, Mr. McDowell? What is the 
10 (c) 2 section? 

Mr. McDowet.. Well, there are hundreds of cases on 10 (c) 2 and 
I would not purport to try to sum them up. The section says the 
Commission has to make an aflirmative finding that the acquisition 
in question will tend toward the creation of an integrated public util- 
ities system. That isa rough statement of it. 

Mr. Keerre. In other words, all that means is if a utility acquires 
another, it ought to be somewhere near it? 

Mr. McDowety. Not necessarily. I would not agree with that. 
There are hundreds of cases under 10 (c) 2 and I would not charac- 
terize 10 (c) 2 in that language at all. 

Mr. Keerre. Well, let’s leave it, but 10 (c) 2 was the problem? 

Senator O”’ Manonry. Suppose we get the definition of integration. 

Mr. McDow.eE tt. That is defined in ‘the act, sir. 

Mr. Kerrre. What is it, sir? 

Mr. McDowett. I did not bring a copy of it. 

Senator Kerauver. Well, here it is, and 10 (c) 2 has been written 
into the record here. 

Senator O’Manonry. Yes; it is in the record. We quoted from it 
the other day. But the definition of integration ? 

Mr. McDowe tt. The definition of an integrated utility system, sir, 
is defined in the act. 

Senator O’Manoney. That is what I thought. 

Senator Kerauver. Well, here it is in the brief. The term “inte- 
grated public utility system” is defined in section 2 (a) (29) (A) as 
one— 

* * * whose utility assets, whether owned by one or more electric utility com- 


panies, are physically interconnected or capable of physical interconnection and 
which under normal conditions may be economically operated as a single inter- 
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connected and coordinated system confined in its operations to a single area or 
region, in one or more States, not so large as to impair (considering the state 
of the art and the area or region affected) the advantages of localized manage- 
ment, efficient operation, and the effectiveness of regulation * * * 

Senator O’Manonry. Would you say that a generating company, 
the manager or head of which, like Mr. Dixon, had advised you that 
in those circumstances he would permit that company to have a trans- 
mission line in the State of Tennessee, could possibly be an integrated 
system under this definition ¢ 

Mr. McDowe tt. I do not think your statement has anything to do 
with the definition. Iam sorry. The definition—— 

Senator O’Manonry. Let us read it again. 

Section 2 (a) (29) (A) defines an integrated public utility system 
as follows— 

* * * whose utility assets * * * are physically interconnected * * * 


now, “physically connected” 

Mr. McDowe tu. There is no question that the generating company 
you are talking about would be physically interconnected with the dis- 
tribution system of Arkansas Power & Light, Mississippi Power & 
Light, and in this case Louisiana Power & Light, and New Orleans 
Public Service, which were operating public utilities subsidiaries of 
the Middle South system. There is no question about that. 

Senator O’Manonry. How would the power be transmitted into 
Tennessee ¢ 

Mr. McDowex:t. I do not see that that has anything to do with the 
definition of a public-utility system, sir. 

Senator O’Manonrey. I am puzzled by your answer because the law 
talks of physical interconnection. 

Mr. McDowe tt. There would have been physical interconnection be- 
tween the proposed plant of the MVG and the distribution properties 
of the subsidiaries of Middle South, whose names I just gave you. 

Senator O’Manonery. How could that have been the case if Dixon 
refused 

Mr. McDowe tu. It was the case. The record clearly shows that it 
wasthecase. It would have been the case. 

Senator O’Manonry. And why was it necessary to ask Congress to 
appropriate to build a line? 

Mr. McDowe tu. That had nothing to do with the question you 
asked me, sir. You asked me whether or not 

Senator O’Manonry. Is not that a question of interconnection? 

Mr. McDowetu. You asked me whether or not the utility assets, 
which is the generating plant here, are physically interconnected— 
were capable of physic: al interconnection under normal conditions with 
the other properties of the Middle South system and they would have 
been so physically interconnected if the plant had been completed, I 
mean if the plant had been built. 

Senator O’Manonry. And if the transmission line had been built. 

Mr. McDowe tt. No; they would have been connected with the sub- 
sidiaries of the Middle South system irrespective of whether the trans- 
mission line was proposed to be built in the State of Tennessee. 

Senator Keravuver. Senator O’Mahoney, I think you are talking 
about different things. 

Senator O’Manoney. I think that is probably true. 
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Senator Krrauver. Mr. McDowell’s point is that the Mississippi 
Valley generating plant would have been interconnected with the 
Middle South subsidiaries in Arkansas, Louisiana, and Mississippi. 

Mr. McDoweti. And New Orleans. 

Senator Krrauver. And I think your point that Mr. McDowell did 
not understand was that they were getting into another trade area, to 
wit, the TVA system, where the power was going to and the query was 
whether—— 

Mr. Kererre. Whether the Southern Co.— 

Senator Krrauver. Let us leave out the Southern Co., whether that 
came into this definition of integration. ‘The fact is whether Middle 
South was getting into the TVA system. Was that not the question? 

Mr. McDowe.u. Well, there was evidence in the record, I believe, 
that the power could be used in the Middle South system if it could 
not be used under the terms of the power contract. From the stand- 
point of the definition, it seemed to me that the definition would be 
a with. 

Senator Kerauver. Well, I do not think Senator O’Mahoney’s point 
is clear yet and he has a good one. Whereas all of the power might 
have been used in the Middle South system, in truth and fact the 
power was intended, at least 95 percent of it or 90 percent of it, to be 
used in the TVA system—another service area. Is that not true, Mr. 
McDowell? 

Mr. McDowett. Under the terms of the power contract, yes, it is 
true. 

Senator Kerauver. So the point was that actually insofar as Middle 
South was cone a pag Valley Generating Co. was getting 
into another trade 1, to wit, the Tennessee Valley service area. 
Mr. McDowe tt. Tt was making a wholesale sale to the TVA; yes, 
sir. 

Senator Krrauver. And the query is whether that violated the in- 
tegration section. 

Mr. McDowe tL. In my opinion it would not. 

Senator Keravuver. Well, that was the question that was before the 
Commission. 

Mr. McDowe1.. In my opinion that would have nothing to do with 
the question of integration. 

Senator Kerauver. The important question of integration in your 
mind was that here the Southern Co., which was at least 150 miles 
removed from the Mississippi Valley Generating Co., was getting into 
another service area to the extent of 20 per cent ? 

Mr. McDowe tt. Yes, sir. 

Senator Kerauver. Which presented a very serious question to 
ué 

Mr. McDoweE tu. Yes, sir. 

Senator Kerauver. And which you got around only by—you first 
recommended that it might be on the basis of national defense and 
then you thought a ree ord might be made under 10 (c) 2 without re- 
sorting to national defense, and you finally got around that by say- 


ing that does not apply where the power was going to the Govern- 
ment—— 


65950—56—pt. 2——_8 
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Mr. McDowe.t. I think rather than saying it does not apply, Sen- 
ator, that I would not construe it in the same manner where the power 
was being produced for sale at wholesale to the Government. 

Senator Kerauver. On page 51 of your proposed findings 

Mr. McDowe tt. I think it is 41, sir. 

Senator Keravver. And on page 39 of the reply brief you met the 
objection of 10 (c) 2 by saying of this evil of scatteration at which 
10 (c) 2 was directed that it was not an evil involving sales to the 
Federal Government. 

Mr. McDowe uu. Yes, sir; that is correct. 

Senator Kerauver. That was the way you got around 10 (c) 2. 

All right then, Mr. Keeffe. 

Mr. Keerre. Mr. McDowell, after these various conferences which 
you have set out elaborately in these series of memoranda about which 
the chairman has made a statement, from the analysis of them, wasn’t 
it pretty clear to you that your own mind was made up that you 
were really in favor of approving the Dixon-Yates proposition ? 

Mr. McDowe tu. Yes; I was in favor of approving it. I thought 
it was a good thing for the Government. 

Mr. Keerre. I realize that and I assume your good faith in think- 
ing after you had all these discussions at the White House. 

Mr. McDowe tt. I had no discussions at the White House and there 
is nothing in this record that will so indicate. 

Mr.Keerre. You were at the Atomic Energy Commission, at Mr. 
Campbell’s office, you were at the discussion at Mr. Brownell’s office. 

Senator Kerauver. Mr. Demmler was the one that had the discus- 
sion at the White House. 


Mr. Kererre. Mr. McDowell, after all these conferences, did it occur 
to you that you should disqualify yourself as Director of the Division 
of Corporate Regulation from passing on this matter ? 

Mr. McDowe Lt. Not at all, sir. There is absolutely nothing im- 
proper in carrying on these preliminary discussions with the people 
involved and making arrangements which have to come before the 
Commission. I tried to e that before this committee yesterday. I 


have these discussions all the time with company management with 
respect to proposals which they plan to bring before the Commission 
and that has been done by my seg from the time the Public 
Utilities Division was first established. It is the only way in which 
the act in my opinion can be properly carried out on a time schedule 
which will work for the various companies subject to regulation by 
the Commission. 

I may add in that respect 

Mr. Keerre. Mr. McDowell 

Mr. Timpers. Please, Mr. Chairman, let the witness complete his 
answer. 

Mr. Kerrre. I am sorry I interrupted. 

Senator Kerauver. Let us not interrupt the witness. 

Mr. Trmpers. Thank you very much, Mr. Chairman. 

Mr. McDowe.u. Suppose, for example, you had a situation where 
the United States Steel Corp. was going to made a contract with a 
utility for certain power and they wanted to come in and discuss with 
me what the impact of that contract would be on the financing to 
provide that power, what problems would be presented by it under 
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the Holding Company Act. I certainly would hold myself available 
to discuss the matter with representatives of United States Steel and 
representatives of the public utility involved. It is the same thing 
inthiscase. You havea contract here being negotiated between MVG 
on the one hand and the Atomic Energy Commission on the other, 
and there is no reason in the world why I should not have discussed 
with representatives of both of them what the problems were under 
the Holding Company Act and how best they could go about meeting 
them. 

Mr. Kerrerre. Now, Mr. McDowell, your job at SEC as Director of 
the Division of Corporate Regulation is to do the staff work and 
resent as a Government lawyer evidence with respect to security 
issues of this kind which have to have SEC approval. Is that right / 

Mr. McDowe tu. That is correct. 

Mr. Keerre. Is that a fair statement? 

Mr. McDowe... My job description is not that of a lawyer pre- 
cisely. I am a lawyer. 

Mr. Krerre. You are the Director? 

Mr. McDowe -. I am the Director of the Division. 

Mr. Kerrrre. You have lawyers working for you? 

Mr. McDowe t. I have lawyers working for me. 

Mr. Keerre. Now, granted that you do have to deal with the public 
in the manner in which you have described, does the same thing apply 
alike to Chairman Demmler and Commissioner Armstrong who 
attended with you on August 3 a conference with respect to this con- 
tract in the office of Joseph Campbell? 

Mr. McDowe tt. In my opinion, yes. 

Mr. Keerre. You think that they can participate in all of these 
Government conferences with respect to the desirability and legality 
of this contract and then sit in judgment on it? 

Mr. McDowett. They did not sit in any conferences on the legality 
of the contract, Mr. Keeffe. 

Mr. Keerre. You mean your memoranda do not discuss the legality ? 

Mr. McDowE tt. They discuss the problems under the Holding Com- 
pany Act. 

Mr. Keerre. I just ask whether the debt structure in the integration 
was all right. 

Mr. McDowe tt. That is correct. I do not discuss the legality of 
the power contract, however, Mr. Keeffe, and I repeat that. The 
Commission did not pass on the legality of the contract. It said that 
it had no jurisdiction to do so and in my opinion that was a perfectly 
proper decision for the Commission to make. 

Mr. Keerre. You mean that the Commission would not be worried 
about whether Mr. Wenzell’s activities here were lawful or unlawful 
and the contract was properly negotiated ? 

Mr. McDowe tt. That was irrelevant to the issues before the Com- 
mission in my opinion, Mr. Keeffe. 

Mr. Keerre. In other words the Securities and Exchange Com- 
mission is delighted to approve any contract which has been obtained 
through double dealing and perhaps criminal liability? Is that what 
you want me to believe? 

Mr. McDowe tt. Those are your words, Mr. Keeffe, not mine, and 
I do not agree with that obviously. 
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Mr. Krerre. You mean, knowing it is illegal, the Securities and 
Exchange C eo is delighted to approve of it? 

Mr. McDoweE tt. I did not state that the Commission had any juris- 
diction, right, authority, or anything else to approve this contract. 
It did not. 

Mr. Krerre. Well then, Mr. McDowell, you agreed with the objec- 
tions of Mr. Lester of your staff in the ‘debt- financing proceeding 
when he objecte«! to questions asked Mr. Dixon which sought to uncover 
the role of Wenzell. 

Mr. McDowe .t. I agreed with the objections. I was not present 
when they were made. I would have made the same objections had 
I been conducting the case. 

Mr. Keerre. On page 270, Mr. McDowell, when Mr. Lester ob- 
jected to questions asked Mr. Dixon about the First Boston Corp. 
role in the negotiations of the contract, you agreed with that ob- 
jection ? 

Mr. McDowe tt. In my opinion those types of questions and that 
line of inquiry was absolutely irrelevant to the issues before the 
Commission. I think that is a pure question of law. 

Mr. Keerre. And on pages 359 and 360, Mr. Lester objected to 
questions concerning whether or not Dixon had informal contacts 
with the SEC regarding the contract. You agreed with that objection ? 

Mr. McDowet.. Yes, sir. 

Senator Kerauver. I think it can be said here Mr. Lester was the 
counsel for the Division on Corporate Regulation and that whatever 
positions Mr. Lester took, I assume were the positions of your de- 
partment. 

Mr. McDowe tt. Well, I did not sit in the hearing room, Senator, 
with Mr. Lester at all times and I would not know whether I would 
have made precisely every objection he made. I agreed in general 
with the way he conducted the case. He has been with the Commis- 
sion 20 years. He has conducted a great many more cases before 
hearing examiners than I have had any vthing todo with. He isa very 
exper ienced law yer. 

Senator Kerauver. Well, the point, Mr. McDowell 

Mr. McDowext. I assume Mr. Lester knew what he was doing and 
I agree with the objections he made. 

Senator Keravuver. All right. I assume in this case, as in others, 
there is a general position taken by your Division, your department, 
and Mr. Lester’s or your attorneys’ instructions and understanding 
are to handle the case so as to bring out the general position of your 
department. 

Mr. McDowe... Well, that presents a very interesting question, 
Senator, because the Division can take any one of at least ‘three posi- 
tions in a case after an application is filed and a hearing starts. 

Assuming it is a case which is contested by an outsider, as this 
particular one was, the Division could, if it so desired, take a position 
that the outsider was wrong from the beginning and oppose every- 
thing the outsider wanted to put in because the Division is a part of 
the proceeding and would be entitled to do so if it thought the out- 
sider was wrong. 

Secondly, it could agree with the outsider completely and line up 
on his side of the case and oppose everything which the company 
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wanted to do and attempt to block the proposal because it felt that 
the outsider was right and the company was wrong. 

Thirdly, it could attempt to maintain an impartial attitude or im- 
partial position during the pendency of the hearings and make up 
its mind indepe ndently at the end of the hearings on the basis of the 
record developed in the proceeding as to what position it should take 
at that time. 

Now, that was the position that the Division took in this case. 
We did not go into these proceedings with any preconceived ideas as 
to how this decision should ultimately come out. We attempted to 
act in an impartial way during the course of the hearings and we 
objected to those things that we thought were irrelevant and this 
line of questions of Mr. Keetle we thought was irrelevant to the 
Commission in this case. 

On the other hand, we supported those questions whether they were 
asked by company counsel or opposition counsel and objected to by 
one or the other which we thought were relevant to the issue before 
the proceeding. I think the record will show that. 

Senator Kerauver. Mr. McDowell—and Mr. Keetle, you may pro- 
ceed in just a minute—it is true that your proposed finding of fact 
in the equity case, I take it, was made up with the testimony that 
was in when you presented your position as to how the Commission 
should approve—— 

Mr. McDowet.. Yes, sir; that is right. We did not approve the 
contract, sir. I want to make that very straight on the record. 

Senator Kerauver. The financing proposal and was in the record ? 

Mr. McDowe tt. That is right. 

Senator Kerauver. But in your memorandum of August 1954, 
which was before the hearings that had been held, you set forth 
definitely the 3 problems, equity under 10 (c) 2 and another problem 
that held how the Commission could meet the problems. 

Mr. McDowetu. I made the various suggestions at that time on 
the basis of the existing cases before the Commission, sir, yes. 

Senator Krravver. So the outline of how the objections could be 
met so that the SEC could approve the contract was made by you to 
the Commission before it ever started sitting on the case? 

Mr. McDowe tt. I was advising the Commission in that memo- 
‘andum of the issues as I then saw them on the basis of what material 
I then had before me, and advising the Commission as to possible 
routes which they might take in approving the financing, if they 
decided to reach that kind of result after a hear ing. 

Senator Kerauver. Well, all of these, Mr. McDowell, were di- 
rected at reaching the result for approval of the contract. In your 
August memorandum none was put in there for telling the Com- 
mission how they can reach a result for the disapprov al of the 
contract. So that actually the line in the case that it was going 
to take, and how the Commission could legally build its record so as 
to approve the contract on these vital points of controversy, was 
given by you to the Commission before the hearings ever started. 

Mr. McGDowe tw. I would not characterize it that way, Senator. I 
always advise the Commission or try to always advise the Com- 
mission of important conferences I have and of the issues which I 
see develop out of the conferences. 

Senator Kerauver. Well, Mr. McDowell 
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Mr. McDowe tt. May I finish my statement, sir. 

Senator Krrauver. Go ahead. 

Mr. McDower.ut. And make suggestions to the Commission as to 
how I think they might handle the issues as I see them. I think that 
is a part of my job. 

Senator Keravuver. But in your August memorandum did you 
advise the Commission how it could disapprove the contract? 

Mr. McDowett. I think the memorandum speaks for itself, sir. 

Senator Kerauver. Well, it does indeed speak for itself. 

Mr. Keerre. Mr. McDowell, if the contract were illegal, would the 
Commission be justified in approving the financing? ‘Is not the in- 
come from the contract from the Government an important factor? 

Mr. McDowett. You have asked two questions. 

Mr. Keerre. All right. I will ask one. 

Assume the contract were illegal, should the Commission go ahead 
and approve the financing on that basis? 

Mr. McDowe tt. No. If the contract were proved to be illegal and 
the Commission was satisfied that it was illegal, I do not think so. 

Mr. Keerre. Then how can you and Mr. Lester take the position 
that the illegality of the contract, which is the principal source of 
income to Mississippi Valley Generating Co. to pay these bonds, is 
immaterial ? 

Mr. McDowet.. In this case, you see, I think the Commission’s 
opinion on the point speaks for itself, but in this the Commission 
considered, and I considered the Commission was correct in so con- 
sidering: 

Mr. Keerre. But, Mr. McDowell 

Mr. Timsers. Mr. Chairman, please let the witness answer the ques- 
tion. The witness has been cut off time and time again, and I respect- 
fully say that I regret it. 

Senator Kerauver. Mr. McDowell may complete his answer. 

Mr. McDowe tt. In this case the contract had been approved by the 
opinions of the Attorney General of the United States, by the Comp- 
troller General of the United States, and we felt, the Commission felt, 
and I felt, as a member of the staff, that under those circumstances 
the Commission did not have an independent duty to review the coor- 
dinate action of a sister agency, namely, the Atomic Energy Commis- 
sion, in the signing of the contract. 

Now that is all spelled out in both the recommended decision of the 
staff as well as in the opinion of the Commission. I am sure I have 
not stated it as well as it is stated there, but I refer you to those places 
for perhaps a better statement of what I tried to say now. 

At any rate, I might add that in the staff’s reply brief an analysis 
is made also of whether the contract is legal, and the staff went on to 
argue to the Commission that the contract was perfectly legal, and I 
am convinced it was perfectly legal. But the Commission decided 
that it did not have to reach that question. It decided that it was 
unnecessary for it to do so in the light of the opinions of others on 
the question. 

Mr. Keerre. Wholly apart from whether the contract was legal or 
illegal, Mr. McDow ell, do you believe that objections as to whether 
Dixon had informal conversations with the Securities and Exchange 
Commission were immaterial in this proceeding ? 
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Mr. McDowett. Absolutely immaterial, that is, with members of 
the staff of the Securities and Exchange Commission. 

Mr. Keerre. In other words, on this debt-financing proceeding you 
agree with your assistant, Mr. Lester, in his objecting to having 
brought out his informal contacts with the Commission 4 

Mr. McDowetn. That has historic: ally been the position of the 
Commission, and it has been sustained by the courts many times. I 
would be glad to furnish you a memorandum of Jaw on that question 
if you want one. 

Senator O’Manoney. This question is suggested to me by the ques- 
tions and answers here. 

You have just testified, as I understood your language, Mr. Me- 
Dowell, that the SEC held that it was unnecessary for it to pass upon 
the legality of the contract since other agencies had already done so. 

Now if, in your opinion as the Director of Cor porate Regulation, 
you yourself believed that a contract was illegal and some other 
agency of Government held that it was legal and it was seeking the 
approval of the SEC, would you regard it as irrelevant ? 

Mr. McDowett. No, sir; I would not regard it as irrelevant. 

Senator O’Manonry. You would not? 

Mr. McDowe tt. No, sir. 

Senator O’Manonry. What differentiates this case from the others? 

‘Mr. McDowett. I think it depends on the circumstances of the 
case, the facts at issue, who is giving the opinions of legality, what 
other agency you are talking about, all the facts pertaining to the 
matter would have to be taken into consideration. I was fully satis- 
fied that the facts and circumstances—— 

Senator O’Manoney. But, Mr. McDowell 

Mr. McDowe ... Let me finish my statement. 

Senator O’Manonery. Go ahead. You are always wanting to finish 
a statement. 

Mr. McDowett. I was fully satisfied in the facts and circumstances 
of this case that the Commission was justified in regarding the ques- 
tion of the legality of the contract as not properly before it in passing 
on the common stock. 

Senator O’Manoney. I am asking you, if I am not interrupting 
your answer 

Mr. McDowett. I am through, sir. 

Senator O’Manonry. Whether you would believe that the SEC 
would have jurisdiction over the illegality of a contract in any case 
before it ? 

Mr. McDowetu. Yes. I think they would have jurisdiction over 
the contract that was proved to be illegal. 

Senator O’Manonry. You state if it were proved to be illegal— 
proved by whom ¢ 

Mr. McDowe tt. I suppose it is a question of law, Senator, argued 
in the brief in the case. I do not think it is a factual question at all 
as to whether the contract is legal or not. 

Senator O’Manonery. I am asking you, sir, in your opinion as head 
of this Corporate Division of Regulation, in a contract in which no 
Government agency at all was involved, if it were illegal, you would 
hold that illegality to be irrelevant to the Commission ? 
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Mr. McDowrtt. Well, I think it would depend entirely on the con- 
tract. In my opinion the bond indenture if it were illegal would have 
avery definite effect. 

Senator O’Manonry. Suppose the contract itself were illegal, any 
kind of contract that would come before the SEC with any question 
in which the SEC had jurisdiction ? 

Mr. McDowe tt. I do not think I can answer that question, sir. 

Mr. Kererre. Well, related to the Dixon- Yates contract. 

Mr. McDowext. If you want to talk about a bond indenture, a 
bond pure ‘hase contract, intercompany agreements, or something of 
that character so I could get down to a concrete contract and I could 

see what you were talking about, then I could tell you whether I 
think that would be relevant to the Commission’s passing on the 
financing in the particular case. 

Senator O’Manonry. I am talking about a hypothetical contract 
which you examined in which persons or corporations were before 
the SEC on any question over which the SEC had to make a decision 
and you believed that that contract was illegal, would you so report 
to the Commission ? 

Mr. McDowe tu. If the contract were relevant to the proceedings 
before the Commission, I would. I would so report to the Com- 
mission. I cannot answer your question any better than that without 
knowing what kind of a contract you were talking about, what the 
issues were which the Commission has to decide. 

Senator O’Manoney. Let us make it more specific. 

If a contract were before the Commission not involving the Gov- 
ernment at all and on which there was based an application by one 
of the contractors for the approval of the Commission of its equity 
debt relation, would you consider the legality of the contract relevant / 

Mr. McDowett. I do not think that is any more specific than the 
way you stated it before, sir. I caimot answer the question. 

Senator O’Manonry. Would you make any recommendation ? 

Mr. McDowe tt. If you will tell me what kind of a contract you 
are talking about and what the issues are before the Commission, 
then I can answer the question. 

Senator O’Manonry. I am talking about an illegal contract which 
you believe would be illegal. 

Mr. McDowett. There are all kinds of contracts and they have 
various relevance to issues before the Commission. 

Senator O’Manoney. I suggest you are avoiding a plain question. 

Mr. McDowe tt. I do not think I am avoiding it at all, sir. I dis- 
agree with you, sir. Let’s talk about a specific contract, Senator. 
Let’s talk about a bond indenture, then we get down to a specific 
contract. 

Senator O’Manoney. Let me talk about a contract which involves 
the debt and equity status of a corporation. 

Mr. McDowenu. What kind of a contract? There are all kinds of 
contracts that are involved in debt and equity status of a corporation. 

Senator O’Manonry. Any one. 

Mr. McDowe.t. You mean some contract which they may have 
for the sale of some of their stock to an underwriter? Is that what 
you are talking about ? 

Senator O’Manoney. Not at all. 
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Mr. McDowet.. That would have to do with an equity aspect of 
the financing certainly, and I would certainly be concerned 1f 1 thought 
such a contract was illegal. 

Senator O’Manoney. There you have answered my question, 

Mr. McDowe tx. I would be very much concerned. 

Senator O’Manonry. You had some doubts about the debt-equity 
relationship in this case, did you not ? 

Mr. McDowe.u. None whatsoever, sir. I so testified 2 days ago. 

Senator O’Manonry. I misunderstood. I did not remember your 
testimony. 

Mr. McDowe.u. Would you like to have a reference to it in the 
record ¢ 

Senator O’Manonry. It is based on one of the statements which you 
made here, as I recall it. 

Mr. McDowe.u. Well, I cannot seem to find it. 

Senator O’Mauoney. I do not seem to find it in these exhibits 
either. 

Well, what Lam trying to determine, sir, is whether or not you have 
ever had any experience in a matter before the SEC in which you 
have found a contract to be illegal ? 

Mr. McDowe.t. No, sir; I never had any such experience. 

Senator O’Mauonry. Have you ever had any experience in which 
you have found or you believed or the SEC has found that the equity- 
debt relationship was improper because the equity was too small to 
bear the debt ? 

Mr. McDowe nt. I recall no case, Senator, where there actually has 
been a proceeding that has gone through where the Commission 
thought the equity ratio was too small. We usually discuss the mat- 
ters with the company 

Senator O’Manonry. Do you know 

Mr. McDowe1x. Let me finish my statement, sir. 

Senator O’Manoney. Do you recall any th: at did not go through? 

Senator Kerauver. Senator O'Mahoney, he wants to complete “his 
answer. 

Senator O’Manonry. He changed the question in his answer. 

Senator Kerauver. Well, let him finish the statement. 

Mr. McDowe.i. What was the question / 

Senator O’Mauonry. Let the reporter read the question. 

(The reporter read the question. ) 

Mr. McDowe ti. What I wanted to add, Senator, was that we have 
had various cases where companies have brought in proposals which 
would have resulted in the opinion of the staff in too high a debt- 
equity ratio, but where as a result of knowing the staff’s opinion or 
position ahead of time they have changed it so that the staff thought 
it was a proper debt- equity 1 ratio by the time the proposal got before 
the Commission. That is what I was trying to say to you. 

Senator O’Mauoney. We are in agreement then. 

Mr. McDowe tz. I know of no case, in other words, where the Com- 
mission has turned down an application. 

Senator O’Manoney. I did not ask you that. I was asking you 
about this disparity and you have answered, and I think we now are 
in agreement. 

Mr. McDowe tt. I think we understand each other, sir. 
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Senator O’Manonry. The SEC will not approve a debt-equity ar- 
rangement where the disparity is too great in its opinion ? 

Mr. McDowext. Under the facts and circumstances 

Senator O’Manonry: Under the facts and circumstances of the 
case, of course. 

Mr. McDowett. That is right. 

Senator O’Manoney. Well, now, here is the case in which the dis- 
parity between the capital of $5,500,000 and a contract or expenditure 
for the construction of a plant that involves more than $100 million. 
In your opinion, was that disparity too great ? 

Mr. McDowet. No, sir. 

Senator O’Manoney. And you never so expressed your opinion ? 

Mr. McDowett. I do not think I ever did, sir. 

Senator O’Manoney. All right. We can see what we have in the 
record and I will come back to that. 

Senator Kerauver. Let us carry on for just about 5 minutes more 
and then we will recess until 2: 15 o’clock. 

Mr. Krerre. Mr. McDowell, the job of deciding whether this financ- 
ing was to be approved was with the SEC, was it not ¢ 

Mr. McDowett. It is the Commission’s ; job ; yes, sir. 

Mr. Kerrrre. The Securities and Exchange Commission ? 

Mr. McDoweEt. Yes, sir. 

Mr. Keerre. Your job as a Government lawyer was to present any 
evidence that was relevant as to whether it should be approved or dis- 
approved ? 

Mr. McDow.E tt. Any evidence that was relevant to the issues before 
the Commission ; yes, sir. 

Mr. Krrrre. Present the facts? 

Mr. McDowe tt. The facts relevant to the issues before the 
Commission. 

Mr. Keerrr. It certainly was not your job to exclude facts or with- 
hold evidence or oppose evidence coming in? Your job was to present 
all evidence, was it not ? 

Mr. McDoweti. My job was to oppose all evidence that was not 
relevant to the issues before the Commission. 

Mr. Kererrr. You have agreed with me that it is relevant whether 
the contract is legal because that was the only income really Mississippi 
Valley Generating Co. had, so that the legality of that contract is 
fundamental, is it not ? 

Mr. McDowe tt. Yes; I would say the legality was fundamental. 

Mr. Keerrr. A commission which has the statutory job to give 
approval of this contract, did you mean to say that when the State of 
Tennessee offers evidence that that contract is illegal, that it is bound 
to say that that is irrevelant ? 

Mr. McDowetu. The question of whether the contract is legal or 
illegal is a legal question and not a question of fact, Mr. Keeffe. 

Mr. Krrrre. Let’s not doubletalk like lawyers, Mr. McDowell. 


Mr. Trmpers. Mr. Keeffe, give him a chance to answer the question. 
Much of the confusion is being caused by the overall question by Mr. 
Keeffe, I respectfully submit, Mr. Chairman. 

Senator Keravuver. The question was when the State of Tennessee 
came in and questioned the legality of the contract, did you feel it was 
irrelevant, and your answer was that the contract was a legal matter 
which spoke for itself. 
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Mr. Keerre. That is not in answer to the question, Mr. McDowell, 
in all fairness. Do you think it was revelant or irrelevant to your 
inquiry for the State of Tennessee to offer evidence of illegality of this 
contract ? 

Mr. McDowe tt. I think that factual evidence with respect to the 
question of the legality of the contract is generally irrevelant. 

Mr. Keerre. Again, Mr. McDowell, you have great difficulty in 
answering the question. 

Mr. McDowe tt. I said it was irrelevant. Doesn’t that answer the 
question ? 

Mr. Kerrrr. In other words, if the contract were illegal and the 
Mississippi Valley Generating Co. was to get not a nickel under it 
that isan immaterial matter to you ? 

Mr. McDowe tu. No; that is not what I testified to, sir. I think my 
answer will speak for itself. 

Mr. Keerre. Your answers, Mr. McDowell, have been all over the 
lot. You said first that you thought the question of illegality was 
irrelevant. Then you said, second, ‘that it was irrelevant because Mr. 
Brownell had approved the contract. 

Mr. McDowe .t. Just a minute, Mr. Keeffe, you are characterizing 
my testimony unfairly and wrongly. I did not say that I felt that 
the er of whether the contract was legal or illegal was irrelevant 
at all. said that that is what the Commission held. I argued in 
my ide brief that I referred to that the contract was legal. The 
Commission did not get that far. It decided it had no jurisdiction 
to pass on the question of the validity of the contract in this case. 

Seanbes Kerauver. Well, Mr. McDowell, we have got to stop at 
this point, and certain parts of the record will be read. 

Then can we sum up by saying this, that the various and sundry 
efforts of the State of Tennessee to show transactions behind the con- 
tract which the State thought would render the contract illegal, to 
show the operation of Mr. Wenzell in the contract, to show other 
aspects that would render the contract illegal, Mr. "Lester objected 
to all of that testimony and the objections were sustained and that 
was your direction or that was your position. 

Mr. McDowe tt. I agreed with the position. I do not think I was 
present at the time it was taken. 

Senator Keravuver. Well, we have the questions and answers which 
will be read. I think we should recess at this time unless you have 
some final questions. 

Mr. McDoweE tt. Senator, could I make one insertion in the record? 

I gave testimony 2 days ago that I did not have any doubt about 
the disparity between equity and debt in this case. It is at the bot- 
tom of page 1719 of the transcript of July 27. 

Senator Kerauver. We will stand in recess at this time until 2:15 
o'clock. 

(Whereupon, at 12:45 p. m., the subcommittee recessed, to recon- 
vene at 2:15 p. m.) 


? 


AFTERNOON SESSION 


Senator Krrauver. The committee will come to order. 
Mr. Keerre. Mr. McDowell, I think that before adjournment we 
had talked a little about your position as Director of the Division of 
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Corporate Regulation. Would you agree with me, Mr. McDowell, 
that while you have to talk to people who come to the agency, your 
duty as Director is to present all the facts ? 


TESTIMONY OF ROBERT A. McDOWELL, DIRECTOR, DIVISION OF 
CORPORATE REGULATION—Resumed 


Mr. McDowe tt. That is one of my duties. 

Mr. Keerre. It certainly is not to be an adversary of one position 
or the other, is it? 

Mr. McDowet.. Yes; it is to be an adversary of one position or 
the other. 

Mr. Keerre. You would think that in presenting it you ought to 
act in the same capacity, say, as a lawyer for Dixon and Yates? 

Mr. McDowett. I didn’t say that. I said that it was my job to 
take a definite position in cases where I felt that a definite position 
should and could be taken. 

I explained this morning how, in litigated proceedings before the 
Commission in which there was an outside objector, the Division’s 
function might assume one of three diferent categories. 

Senator Kerauver. Yes, you have been over that, Mr. McDowell. 
You have been over those three categories, so let’s proceed. Go 
ahead. Is there anything else besides the three categories? 

Mr. McDowe tt. No, sir. 

Mr. Keerre. But you would agree with me, however, that you 
shouldn’t be an adversary in the sense of representing a party before 
the Commission? Your job would be to represent the Government 
in this situation, isn’t that right ? 

Mr. McDowetu. No; I wouldn’t say that is right. I think my job 
is to try to take a position which I believe to be correct under the 
statute in this situation. I don’t think I represent the Government. 

Are you trying to say I should have represented the Government 
in the sense that the Government is different from the AEC and in 
the sense that the AEC signed this contract? In this particular case, 
my answer to that would be “no,” I didn’t represent the AEC in this 
case. Therefore, I didn’t represent the Government in that sense 
at all. 

Mr. Krrrre. Well, perhaps we can narrow it a little more, Mr. Mc- 
Dowell, if we look at the first proceeding here. The first proceeding 
was a proceeding—— 

Senator Krravuver. Let’s get this straight. Of course, Mr. Mc- 
Dowell, the purpose of your branch is to see that the Holding Com- 
pany Act, the-provisions of it, are enforced, to see that they are com- 
plied with, to see that the public, the investors, the people who buy 
bonds, stocks, that they are protected in accordance with the National 
Holding Company Act, to see that the people who are going to be 
served are not imposed upon, to see that they all have their rights 
under the Holding Company Act. That is the purpose of your 
Division. 

Mr. McDowe tt. Very definitely. 

Senator Krerauver. And that is the position you are supposed to 


take in all cases that come before the Securities and Exchange Com- 
mission. 
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Mr. McDowett. Yes, sir; I agree entirely. 

Senator Krravuver. Now, let’s get it down to the point that we are 
talking about here, Mr. Mc ‘Dow ell. You said this morning, as I under- 
stood, that insofar as the contract is concerned, the provisions of the 
contract, that insofar as legal propositions are concerned, your testi- 
mony was not relevant. Legal matters spoke for themselves. 

Mr. McDowe tt. That’s right; yes, sir. 

Senator Kerauver. And on that basis, you said that you agreed that 
objections made by your counsel or by the counsel for your - Division, 
which were sustained by Mr. Demmler in the equity proceedings, those 
objections which you approved of and you approved of the rulings in 
general. 

Mr. McDowe .t. Yes, sir; I think that is generally a fair statement 
of my position. 

Senator Kreravver. Now, in connection with the equity proceedings 
as to legality which had three points as I remember; one was the 
Gore amendment whether the State of Tennessee questioned the 
legality on the grounds that the Gore amendment relative to taxes 
was not complied with. I don’t want to make you go into specifics, 
but that was the point raised, wasn’t it ? 

Mr. McDoweE LL. Yes, sir; that was a legal question. 

Senator Krerauver. That was a legal question and objection was 
made to the evidence about the Gore amendment and sustained. 

And then there was also a question brought upon the legality of the 
contract in reference to the application ‘of the so-called Ferguson 
waiver amendment. That was brought up and you considered that a 
legal proposition. 

Mr. McDowe .. I don’t remember that it was brought up as such, 
Senator. Certainly I do consider it as a legal pr oposition. I haven’t 
gone over the record immediately before I came over here and I can’t 
remember precisely what was offered in evidence in the equity pro- 
ceeding, but if you tell me there was evidence of that character offered, 
I would be glad to accept your statement. 

Senator Krerauver. And then the basic and the big question on 
which the State of Tennessee undertook to offer evidence in the equity 
proceeding was on the fact of whether or not there was replacement 
of a er, or whether there would be replacement of power; is that 
correct ? 

That is, the contract said and contemplated that this was a con- 
tract replacing power or giving power to the Tennessee Valley Au- 
thority as replacement for power that the Atomic Energy Commission 
was using from the TVA. And the State of Tennessee undertook to 
offer evidence showing that there was, in fact, no replacement of 
power and that evidence was objected to and the objection was sus- 
tained. That was a factual situation which went to the legality of 
the contract. 

Mr. McDowe tt. As I recall it, in ruling on the sustaining of that 
objection, if it came up in precisely the way you stated, which I don’t 
recall 

Senator Kreravuver. Let’s have Mr. Cook’s testimony. 

Mr. McDowerx. As I recall it, the Commission said that they 
would assume for the purpose of their decision that the power which 
would be produced by the MVG plan, would be sold to TVA or de- 
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livered to the TVA for the account of AEC and would be used in 
the Memphis area and it was on that basis which the Division, if 
it took the position you assert, which I don’t specifically remember, 
was satisfied that the question of replacement was not relevant in a 
vacuum in this case—— 

Senator Keravuver. If there is any question 

Mr. McDowrtt. May I finish my answer 4 

Senator Krerauver. All right, sure. 

Mr. McDowerx. The contract itself provided that it was a con- 
tract for replacement power. 

Senator Kerauver. That’s right, and your position and the posi- 
tion of Mr. Demmler, acting for the Commission, was that fact, show- 
ing that that was in fact not the situation, that "there was in fact no 
replacement, that, in fact, that provision had not been complied with 
and therefore the contract was not effective, were objected to, and the 
objection was sustained. 

Mr. McDowetn. That’s right. If you tell me that that is what it 
was, I will accept your statement. I don’t remember. 

Senator Krerauver. There are many, many pages of colloquy. Page 

132, Mr. Cook on the stand, by Mr. Volpe: 

Question. Mr. Cook, has the Atomic Energy Commission concluded a contract 
with TVA under which the power which would be produced under the MVGCO 
contract, would be taken? 

Mr. JAmeEs. I object to the question as irrelevant to this proceeding. The 
contract states that the AEC has agreed to contract with the TVA. 

Chairman DEMMLER. We will susain the objection in line with our previous 
ruling on a practically identical question. 

Mr. Trueers. Do we have the page of the record you are reading 
from ? 

Mr. Krerre. 132. 

Senator Kerauver. Then there is another question: 





Mr. Cook, does the Atomic Energy Commission have the means, or is it plan- 
ning to establish the means, for taking the power that will be produced by the 
MVGC under the power contract? 

Objection sustained. 

Mr. Cook. Is it not a fact that under this contract the Atomic Energy Com- 
mission is dependent upon the Tennessee Valley Authority to carry out the 
purposes of the contract? 

Mr. LEONARD. Objected to as irrelevant. 

Sustained. 

Chairman DemMMtER. Sustained. I think it is obvious from the face of the 
contract, Mr. Volpe, what the physical facts are. 


And down further: 


Mr. Cook, are there pending now negotiations between the Atomic Energy 
Commission and the Tennessee Valley Authority? 

Answer. There are. 

Question. With respect to the contract between MVGC and the Atomic 
Energy Commission? 

Mr. JAMES. I object to that. 

Chairman DEMMLER. Sustained. 

Question. Mr. Cook, is it not a fact that there was no agreement between 
the Atomic Energy Commission and the Tennessee Valley Authority with respect 
to the power to be produced by the Mississippi Valley Generating Co. on 
November 11, 1954, which is the date when the MVGC contract was executed? 

Objection sustained. 

o here is that 


And so on through. So the point that I am making 
this is not evidence when you put a section of the statute and a section 
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of the contract together, admittedly although there might be some 
argument, that is purely a legal matter. 

This is evidence the State of Tennessee was trying to offer to show 
the facts upon which a contract might be based, or upon which a 
contract might become effective, had in fact not been done. Do you 
think it is the province of the Commission to rule out testimony of that 


kind ? 

Mr. McDowe ... Yes, sir. 

Senator Krerauver. Why? 

Mr. McDowe.u. Because the problem in the first place of what is 
2 replacement contract is nowhere defined either in the Atomic Energy 
Act or elsewhere, so far as I know, and this contract recited on its 
face, it having been made by the expert agency in the area, namely, 
the Atomic Energy Commission, that it was a replacement contract. 

It seems to me since the contract was entered into, pursuant to the 
statute which was purported to authorize it and since Congress knew 
generally what the arrangements were at the time they passed the 
F erguson rider, they must have intended the words “replacement 
power” as they used it in that rider to pertain to this very contract 
and its terms. 

Senator Kerauver. But, Mr. McDowell 

Mr. McDowet.. There are, to me—it is a purely legal question and 
not at all a factual one, as to whether or not the contract complies 
with the statute. 

Senator Kerauver. Mr. McDowell, if in fact there was no replace- 
ment, then all of this stuff about the Atomic Energy Commission, 
about the power being taken for the Atomic Energy Commission, 
would be purely a sham and a fraud because the whole contract was 
based upon replacement, and if they were not entitled to show that 
the basis of the contract did not, in fact, exist, then it would seem 
to me that you are ruling out the very heart of what the whole thing 
is about. 

Mr. McDowet.. Well, I disagree with you on that, as a matter of 
law, sir. I think that isa legal : statement by you with which I don’t 
agree. 

Senator Keravver. In other words, you would let the Atomic Ener- 
gy Commission, if there was no replacement, then of course what there 
would be, would just be furnishing power to the city of Memphis, to 
the users there. That would be what it would be? 

Mr. McDowett. I don’t understand your question, sir. 

aoe Keravuver. The only way the Atomic Energy Commission 

yas in this was on the basis of replacement, wasn’t it? 

Mr. McDowe tt. That’s right. 

Senator Keravuver. And you refused, or the Commission refused, to 
let evidence be introduced, showing there was no replacement. 

Mr. McDowett. The Atomic Energy Commission’s contract re- 
cited that there would be replacement. “The time when I stated before 
Congress passed the so-called Ferguson rider; as I understand it, they 
knew about this contract, the fact that it was being negotiated, and 
there was testimony on the floor of the Senate, I believe, to the effect 
that the very purpose of the rider was to authorize this contract, so 
how, under those circumstances, anyone could possibly say that this 
wasn’t a contract for replacement, when the rider used those terms, 
Tam at a loss to understand as a lawyer. 
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Senator Kerauver. Mr. McDowell, the contract also says, or con- 
templated, that there would be a contract between the AEC and TVA. 

Mr. McDowetu. That’s correct. 

Senator Kerauver. You refused to let it be introduced to show that 
there was no contract between the TVA and the AEC ? 

Mr. McDowetz. That’s correct. 

Senator Keravuver. Which the State of Tennessee undertook to 
show ? 

Mr. McDowet.t. That’s correct. I didn’t myself. The Commis- 
sion did. 

Senator Keravuver. I am just talking generally, and your attorneys 
objected to several of these questions. 

Mr. McDowe tu. All of this part of the record you read, sir, were 
objections by Mr. James. I didn’t see any objection by members of 
my staff referred to in that case. There may be others, but I don’t 
remember them offhand. 

Senator Kerauver. Well, in some cases your attorneys objected 
and in some cases James objected. Now, let’s just see where this leads 
us to, Mr. McDowell. 

Mr. McDowett. Could you refer me to some of the places where 
my attorneys objected to questions along those lines? 

Senator Kerauver. 135, Mr. Freedman. 

Mr. McDowetu. Mr. Freedman inquired as to the purpose of the 
question. Well, let’s assume some of my attorneys did object in order 
to get forward here. I don’t know whether they did or not. I can’t 
recall it from memory, but I am perfectly willing to proceed on the 
basis that they did object. 

Senator Krrauver. Was Mr. Freedman one of your attorneys? 

Mr. McDowe tt. Yes, sir. 

Senator Krrauver. Well, he objected on page 71. Mr. Freedman 
objected on page 70. This was on a little bit different matter. 

Mr. McDoweE t. It is quite a different matter, 70 and 71. 

Senator Kerauver. Anyway, you had stated your position here. 
So let’s see where this leads us to, Mr. McDowell. You have stated 
that this agreement having 95 percent capital and 5 percent equity, as 
distinguished from the usual one, of not more than 60 percent bonds, 
would not have been approved had it just been between private a ties. 

Mr. McDowe tt. That’s correct. May I add something to that, Sen- 
ator, because I can conceive of some situations where, as I testified 
2 days ago, where a generating company created by a holding-company 
system subject to the act through the use of a new subsidiary generat- 
ing company might be permitted by the Commission to finance on this 
kind of a debt—equity ratio basis, depending on the effect the financing 
of that particular generating company would have on a consolidated 
financing setup of the system in general. Do you follow me on that 
point, sir? 

Senator Kerauver. Yes; I follow you. But that was not the case 
here. 

Mr. McDowetz. Well, it was and it wasn’t. We certainly didn’t 
approach it that way. 

Senator Keravuver. You didn’t approach it on that basis? 

Mr. McDowe tu. That’s correct. 
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Senator Krerauver. You approached it on the basis of approving 
this very small equity, 5 percent, on the basis that it was with the 
Government and the Atomic Energy. 

Mr. McDowe tt. In part, sir, but we also observed—the Commis- 
sion’s opinion and the Division’s recommended findings observed—the 
effect which this debt and this equity would have on a basis of pro- 
portionate consolidation with the two systems, and we observed that 
it would not bring that debt-equity ratio down below 29 percent. 

Senator Kerauver. In the opinion of the Commission, and in your 
statement 

Mr. McDowetu. That is referred to in the Commission’s opinion. 
If it had brought it down to 5 percent, I would have had a lot more 
trouble with this proposition even though the Government had been 
on the other side of the power contract. Let’s make that very clear 
right now. 

Senator Kerauver. But Mr. Dixon had made it clear that he would 
not have it under any circumstances reflected in his 

Mr. McDowett. That was his desire; yes, sir. The Commission 
never decided the question in that respect. 

Senator Kerauver. Anyway, generally, insofar as the ultimate de- 
cision you made here, you allowed 5 percent because it was an Atomic 
Energy Government contract. 

Mr. McDowex1. In part that is correct, and in part, because of the 
efiect of the consolidated system ratio, the two sponsoring systems 
involved, was not, in our opinion, such as to cause us to oppose it. It 
did not bring the equity ratio, I believe, of Middle South, below 29 
percent. 

Senator Krerauver. The second objection that you had which you 
said would ordinarily, had it been between parties that you could not 
have approved this contract, was under 10 (c) (2); of course, the 
Southern Co. was offered another territory. 

Mr. McDowet.. Yes, sir. 

Senator Kerauver. And specifically in your brief, while you first 
thought that you might use national interest, or you might work 
something out—— 

Mr. McDowet.. I think there was plenty of national interest. 

Senator Krravuver. Let me finish my question. While you first, in 
your memorandum, in the Commission, in August of 1954, thought 
you might resort to national defense or work up something in the 
record to get it by 10 (c) (2) you changed your mind about that and 
finally came around to the position set forth in the brief. 

Mr. McDowe.t. Our recommended finding. 

Senator Krrauver. Your recommended finding that this was not 
fatal because it was a contract with the Government. 

Mr. McDowe tt. Is that a question? 

Senator Kerauver: Yes. 

Mr. McDowett. That is the position in the brief; yes. 

Senator Krravver. So you have those two big objections which were 
made not effective because of the Government being in the picture. 

Then here the State of Tennessee, by its evidence, was actually 
trying to show that there was no replacement. The power was not 
going to the AEC; that there was no contract with the TVA, and that 
this would raise a very serious question as to whether the recitals and 
65950—56—pt. 2—--) 
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the terms had been complied with in fact, and you approved the ex- 
clusion of testimony on that basis. 

Mr. McDowe wt. I don’t agree with your statement of the law, sir, 
but certainly the testimony was excluded as the transcript shows. 

Mr. Keerre, You would agree with the Senator that an offer was 
made to prove facts with respect to that matter ? 

Mr. McDoweE tt. Well, the transcript speaks for itself. I haven't 
read it over since last winter, and I don’t remember just what is 
in it. 

Senator Keravuver. So that on these two bases you were taking 
the position that the utility acts, I mean the private utility holding 
companies, Mid-South and Southern Co., where they could not have 
gotten the approval if they had not been tied up with the Government 
because of the equity financing, and 10 (c) (2), that they can use a 
Government agency with the AEC for the purpose of securing 
approvel to financing before the SEC which they themselves could 
not secure acting on their own? 

Mr. McDowe Lu. Are you asking me my opinion on that? 

Senator Kreravuver. Yes; I am asking you. 

Mr. McDowe x. I didn’t get it as a question until the very end 
when you sort of raised your voice. 

Mr. Timpers. Read it back. 

(Thereupon, the reporter read the question referred to.) 

Mr. McDowett. I think where the entire output of a project such 
as was involved here, or substantially the entire output will be sold 
to the Government or any part of the Government pursuant to a 
power contract, it would be my opinion that 10 (c) (2) would not 
pertain in the same manner in which it pertains when the Government 
is not involved. 

Now, let me give you an example. Supposing in this case, instead 
of Middle South or Southern building this plant, we had Pacific Gas 
& Electric, located on the west coast, and Middle South building it. 
I might have had more trouble with that than I would have with 
Middle South and Southern doing it. 

Supposing on the other hand, that Pacific Gas & Electric and New 
England Electric System in New E ngland were going to get together 
to build a plant at West Memphis, Ark. i would have still further 
trouble with that proposition. 

3ut where the plant is to be located in a geographical area of one 
of the sponsoring systems and is reasons ably. close to the area of the 
second system and the contract is with the Government, to me the 
standards of section 10 (c) (2) should not be as literally applied as 
they would in a situation ae the contract is between private parties. 

Senator Kerauver. But whatever your theory about some other 
snes inies might be, the fact is that this particular contract, this par- 
ticular financing in the equity case, was approv ed and got past these 
two objections ; to wit, the 5 percent equity and to wit the 10 (c) (2) 
provision, not allow ing them to get in another service area. 

They were obviated even though you, in your own mind, may have 
had some other matters, by virtue of the fact that this was a Govern 
ment contract with the AEC. 

Mr. McDowert. Certainly that fact had a bearing on my conclu 
sions, Senator, yes, sir, on the conclusions stated in the recommended 
findings, and I might add that that was a conclusion which was 
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reached after consultation with the others on my staff who are con- 
cerned with this matter. 

Senator Keravver. So all this was based upon the idea, the Gov- 
ernment contract was based upon the idea, of replacement of power 4 

Mr. McDowe tt. That’s correct. ; 

Senator Keravver. And what the State of Tennessee was trying to 
show by these questions was that there was, in fact, no contract of 
replacement, that there would not be replacement, and that, therefore, 
what the Commission really had before it was just two holding com- 
panies building the Mississippi Valley Generating Co. 

That was what they were trying to show. 

Mr. McDowett. I could never figure out what they were trying to 
show, Senator, I must say. 

Senator Kiravver. It would seem that you are a pretty capable, 
bright man, and your attorneys certainly seem to understand it. 

Anyway, vou feel that Mr. Demmler and the Commission were right 
in not allowing them to introduce testimony to show that there was, 
in fact, no replacement, that no contract had been signed and that 
there would not be a replacement. 

Mr. McDowe tu. May I have that question repeated ? 

Senator Krerauver. So that you and the Commission felt that Mr. 
Demmler was right in sustaining the objection to questions? 

Mr. McDowe tt. “You and the Commission”? That is me and—— 

Senator Keracver. You said you agreed with this position. 

Mr. McDowetn. Yes, I agree with the Commission’s decision on 
the question of 10 (c) (2), subject, however, to the fact that my ree- 
ommended findings were slightly different, all of which I went through 
2 days ago. 

Senator Kerauver. So that vou think the Commission was right ? 

Mr. McDowe tt. I think its ultimate decision was correct. I would 
not have reached it by quite the same route. 

Senator Keravver. Let me ask you more specifically; you felt that 
the Commission was right in sustaining the objections to questions 
which were intended to bring out that there was, in fact, no contract 
of replacement, no contract had been signed between the TVA and 
AEC and none of the power was going to actually go to the atomic 
energy works at Paducah, and that this was, in fact, nothing except 
two holding companies building a plant, furnishing power to the city 
of Memphis, using the AEC as a power broker for that purpose. 

Mr. McDowe.xi. Your question is so long that I don’t know what 
it involves. May I have it read back? 

Senator Kerauver. Maybe I can break it down into smaller parts. 

The questions of the State of Tennessee, what they were trying 
to show by their questions, was that there was no contract of replace- 
ment, that there was no replacement ? 

Mr. McDowet.. Can you stop on the first one and let me answer 
that first, and then go on with the second, that there was no contract 
of replacement, I believe you said. 

On that, my answer is, the question of whether there was a contract 
of replacement is a difficult one, but in my opinion, purely a legal 
one, because those terms as used in the Atomic Energy Act are no- 
where defined so far as I have been able to discover, and the AEC had 
decided that this contract was a contract of replacement and those 
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words were used by Congress at a time when they knew that this 
very contract was being negotiated. 

So it seemed obvious to me as a lawyer, and as I have stated here 
before, this afternoon, that Congress must have used those words, 
“contract of replacement,” in the sense of pertaining to that very 
contract. There couldn’t be any question but what this was the 
contract of replacement. I don’t think it is a factual question at all. 

Senator Kerauver. The factual question was: Was there, or was 
there not, a contract of replacement? There was, in fact, no contract 
of replacement, but you refused to let the statement—— 

Mr. McDowe tt. That is a legal statement which you just made 
with which I don’t agree. 

Senator Kerravver. It is a fact. Don’t you agree that either a 
contract does exist or it doesn’t exist? 

Mr. McDowe t. Certainly. 

Senator Krrauver. That is not a legal question, is it? 

Mr. McDowe tt. No, sir, and this power contract existed. 

Senator Kerauver. But the contract that is referred to in the 
AEC contract is a contract between the Tennessee Valley Authority 
and the Atomic Energy Commission, which did not exist. 

Mr. McDowe x. No question but that the power contract referred 
to the fact that such a contract would be entered into, but in my 
opinion, sir, that doesn’t make this contract—by “this contract” ] 
mean the power contract—not a contract of replacement. That is 
a purely legal question. It doesn’t go to any factual analysis of what 
other contracts have or have not been entered into. 

Senator Krerauver. Of course you appreciate the fact as to whether 
a contract between the AEC and TVA would exist would depend to 
one-half of the extent whether TVA was willing to execute a contract 
and the Commission refused to let testimony be introduced to the 
effect that the TVA would not execute a contract. 

Mr. McDowe tt. Because, in the Commission’s opinion, that was 
not relevant to the question of whether the power contract was a 
contract of replacement, which I think is very evident from the 
opinion, 

Senator Krerauver. Mr. McDowell, if the TVA never executed a 
contract, there would never be any replacement, would there? 

Mr. McDowe t. If the TVA never executed the contract, presum- 
ably the AEC would have liabilities to take this power harnine. 

Senator Keravuver. That isn’t my question. If the TVA never 
executed a contract, there would never be any replacement, would 
there? 

Mr. McDowe. I don’t agree that would be the result. 

Senator Kerauver. What would it be? 

Mr. McDowe tu. Perhaps the AEC might have to take the power 
directly. I just don’t know what would have occurred had that con- 
tract not been executed. 

Senator Krerauver. That wouldn’t be a replacement. 

Mr. McDowett. That would not have been a replacement, I suppose. 
Then the contract would have had to be modified at that point com- 
pletely, so it would be a completely different arrangement than the 
contract for replacement, which is what it was before. 

Senator Keravver. If the contract had been modified, that wouldn’t 
have been the contract the Commission had before it; would it? 
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Mr. McDowe tt. No, sir; it certainly wouldn’t. 

Senator Kerauver. And if the TVA didn’t execute a contract and 
the State of Tennessee is trying to show it wouldn’t execute a contract, 
there would be no replacement, but the Commission wouldn’t even let 
them present evidence to show that no contract had been executed and 
no contract was going to be executed. 

Mr. McDowett. Is that a statement or a question ? 

Senator Krerauver. Well, I ask you a question. Don’t you think 
you made a big mistake on that ? 

Mr. McDowe tt. No, sir. May I read, sir, from the power contract 
itself in an effort to clarify the point about 

Mr. Keerre. What page is that ¢ 

Mr. McDowett. This is 175 of the record in the court of appeals. It 
says: 

Whereas, this contract is authorized by and executed pursuant to the Atomic 
Energy Act of 1954, for the purpose of providing electric-utility service to the 
AEC, or TVA, in replacement of electric-utility service furnished to the AEC by 
TVA, in connection with the construction or operation of the project ; 

It clearly contemplates that it was either a contract of replacement 
or alternatively was a direct contract with the AEC which didn’t con- 
template a replacement assuming, as you put it, that they never were 
able to work out the arrangements with the TVA. 

Senator Krrauver. The opinion of the Commission all the way 
through, the first 10 pages here, talks about the national interest, about 
the replacement, and you know, as a matter of fact, that there never 
has been a contract executed between the TVA and AEC; don’t you? 

Mr. McDowet.. [understand that as a fact, sir. 

Senator Krrauver. And so your objections to testimony, your opin- 
ion, the Commission’s opinion, were all based upon something that 
never happened ? 

Mr. McDowe.t. No, I don’t agree with that, sir, at all. 

Senator Krrauver. There has never been a contract executed. 

Mr. McDowett. You and I are arguing about a point of law. 

Senator Krracver. We are arguing about a fact. It is purely a 
matter of fact, Mr. McDowell. Either there is a contract or there 
isn’t a contract, and the Commission went so far in this case as to ex- 
clude testimony to show that there was in fact no contract of re- 
placement. 

Mr. McDowetu. I state again that that is an assertion of law with 
which I don’t agree. 

Senator Kerauver. You mean as to whether a contract exists? 

Mr. McDowett. No, I agree there was no contract between the AEC 
and the TVA. 

Senator Keravuver. Don’t you think that is a factual matter as to 
whether there was a contract or there wasn’t ? 

Mr. McDowe tt. Yes, but I don’t think that was relevant to the 
Commission’s consideration of the issues before it in this case. 

Mr. Trmeers. Mr. Chairman, could I make a statement ? 

Senator Kerscver. Sure. 

Mr. Timeers. I have been very patient here and I don’t want to 
interrupt more than is necessary, but I would like with the commit- 
tee’s permission, to have the record note that this line of questions 
to Mr. McDowell, substantially all of the questions put to Mr. Me- 
Dowell today as well as at previous sessions of this subcommittee’s 
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hearings, relate to the conduct of the Commission, the staff, and Mr. 
McDowell in the equity financing proceedings before the Commis- 
sion, file No. 70-3319 before the Commission, the order of which pro- 
ceedings is now on appeal in the United States Court of Appeals for 
the District of Columbia, Circuit Case No. 12607. 

That case has been fully briefed, argued in this very distinguished 
court, one of the best in the land. That court has not yet seen fit 
to decide this case. 

It therefore is sub judice, and I respectfully submit that this line 
of questions by this subcommittee of the Senate Judiciary Committee 
to Mr. McDowell and other witnesses in the Securities and Exchange 
Commission raises, in my view, very grave questions as to the respect 
shown by this committee for the doctrine of separation of powers. 

In my judgment this represents an invasion, or an attempted in- 
vasion, by a subcommittee of Congress of an area preempted by the 
judiciary, 1 of the 3 great branches of the Government. This case 
has not been decided. 

It is still pending undetermined in the court of appeals, and as 
recently as yesterday we received an order from the court of appeals 
on a motion made by the State of Tennessee, which is the petitioner 
in the case in the court of appeals, asking that the record in that 
case be opened so as to permit the introduc tion of additional evidence. 

We therefore have a situation where, I respectfully submit, Mr. 
Chairman, grave questions of violation of the doctrine of separation 
of powers are raised by this line of questioning. I would simply 
like to have the record so note. 

Senator Krerauver. Very well, Mr. Timbers, we will let the record 
so note. 

I am a little bit surprised, though, Mr. Timbers, that when the 
witness is pushed a little hard on an obvious matter, that even a lay- 
man could see is a very serious matter, that you would change your 
position. 

When you first came here you stated to the committee that the ques- 
tion was moot since the contract had been canceled, and therefore you 
and Mr. Armstrong would be perfectly willing to have the entire 
matter gone into. 

Mr. Trmpers. I don’t recall that, Mr. Chairman. As a matter of 
fact, so far as I know, no notice of cancellation has been served with 

respect to this contract. That is beyond my knowledge; I don’t 
know of it. I do know that the questions here are not moot. 

They cannot be rendered moot until the court of appeals so de- 
termines, and that in any event is the function of the judiciary, not 
the function of a committee of Congress to determine whether or 
not a case pending in the United States court of appeals is moot or not. 

Senator Kerauver. That is substantially your statement in the 
beginning of these hearings, Mr. Timbers. If you want to now 
change your position, that is your prerogative. 

Mr. Timpers. I don’t think I am changing my position. 

Senator Keravver. I think, Mr, Timbers, that it is in the province 
of a committee, whether a case is pending or not, to go into the 
matter of how the facts in a case were fixed up so that it meets the 
rules and regulations of the Securities and Exchange Commission, 
of how a man who was supposed to be protecting the public interest 
will recommend the approval of a contract in the face of two very 
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serious objections, the equity capital and the 10 (c) (2) provisions, 
and then approve at the same time objections to testimony which 
were intended to show that those two exceptions were not applicable 
because there was in fact no replacement. 

So this is a proper province for this committee to examine into— 
whether this man is joming in allowing the Securities and Exchange 
Commission to be used by a Government agency to put over a de al 
for two utility holding companies which they themselves, according 
to everybody’s ev idence, could not have done on their own. That is 
the purpose of this hearing, and on that purpose we will continue. 

Mr. McDowe tt. Senator, may I make one comment about that 
statement ? 

Senator RaAey All right, sir. 

Mr. McDowext. I don’t consider that I am being pushe -d very hard. 
I am trying to tell you as well as I can what I think of the lewral ques- 
tions you are asking me, but I certainly don’t think you are pushing 
me very hard. 

Senator Krrauver. You don’t, but Mr. Timbers does in having to 
change his mind about this hearing. 

Mr. McDowe tt. I am perfectly willing to discuss with you, as long 
as you want to, the legal concepts of this case, and I don’t conceive | 
am being pushed very hard. 

Senator Krravuver. I didn’t think so. I thought you were answer- 
ing pretty well. 

Mr. McDowext. Thank you, sir. 

Senator Krravuver. Of course, I greatly disagree with a lot of your 
answers, but Mr. Timbers, by reversing this position, apparently 
thought you were being pushed. 

Mr. Tieers. Senator, I did not think the witness was being 
pushed. The statement which I made, which was being made very 
respectfully to the chairman of this committee setting forth the posi- 
tion that I think this Commission should, in all fairness, bring to the 
attention of the committee, had nothing whatever to do with the sub- 
ject matter of the witness’ testimony, except that it related to a matter 
that is now pending before a court. I simply thought you might have 
overlooked that fact. 

Senator Kerrauver. Well, there is no matter pending before the 
court as to whether Mr. McDowell has allowed these agencies to 
cause him to recommend a decision which otherwise would never 
have been approved. There is no issue of that sort as to whether he 
has properly carried out his oath of office. I don’t know of an issue of 
that sort. 

Mr. Trmpers. Senator, I don’t want to prolong the debate with you, 
but one of the issues squarely presented to the court of appeals by 
the briefs presented by counsel, distinguished counsel for the State 
of Tennessee, Mr. Volpe, raises precisely the issue you are now on, the 
propriety of excluding from the public record informal conferences, 
the very nature of w hich you are now going into. And that, as I say, 
was briefed, argued, and may very well be decided by this court. 

If I may add just one further thing, then I will thank you very 
much for the indulgence you have allowed me. 

It may very well be—I don’t know, it is up to the court of appeals 
to determine what disposition is going to be made of this appeal—but 
it is not unlikely that this case will be remanded by the court of 
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appeals to this Commission for further proceedings in connection 
with subsequent financing operations, and I think it apparent to 
this committee if and when that occasion arises, as to the impro- 
priety of this type of probe into the method by which this Commission 
arrived at its decision before the court of appeals has acted and before, 
indeed, the Commission may have rendered a final judgment following 
remand from the court of appeals. 

Senator Krravver. Well, of course, Mr. Timbers, Mr. McDowell 
has already stated his position in various memorandums both before 
and after the hearing in August 1954, and then in his suggested find- 
ing of facts, so his position is already a matter of public record. 

WwW e are trying to arrive at just what influences were brought to 
bear on him reaching that position, and I would say that this hearing 
ought to be very useful in getting the Commission to do something 
which we are questioning whether it did do in the proceeding before it. 

If the case is remanded, in other words, I think the discussion here 
may help the Commission in reaching equity in the case, in the event 
it is remanded, because I think questions here will bring out some 

very important matters with reference to what the Securities and 
Exchange Commission is supposed to do in connection with proceed- 
ings of this kind before them. 

Now we will proceed. As I get the picture, Mr. McDowell, by 
virtue of the fact that this was a Government contract with the Atomic 
Energy C ommission, you put it in a different class in your mind insofar 
as equity financing and 10 (c) (2) is concerned; is that correct? 

Mr. McDowetu. Yes, sir. 

Senator Krravuver. Where do you find anything in the act, the 
National Holding Company Act, which puts it in a different class 
when it is the Government contract ? 

Mr. McDowetu. I testified 2 days ago, sir, in response to that same 
question, and I think my answer was that there was no specific lan- 
guage in the statute which put it in a different category, but in my 
opinion it is commonsense that does it, because the ev ils against which 
the statute was directed are not present, in my opinion, when the other 
party to the generation project is the Gover nment. 

The statute wasn’t passed to protect consumers against the Govern- 
ment or to protect industry against the Government or to protect the 
public interest against the Government. The statute was passed to 
protect consumers and investors against wrongful activity on the part 
of management. 

Senator Keravver. Then what you are saying, I take it, is that if 
two utility holding companies can get the Atomic Energy Commis- 
sion to be a party to a contract with them in some respect, even though 
the power is just g going for ordinary commercial purposes, to wit, the 
people of the city of Memphis, then that gives them, enables them, to 
do something which they could not otherwise do in getting approval 
of their financing before the SEC? 

Mr. McDowe tu. Yes; with qualifications. 

Senator Krerauver. Yes; and what are the qualifications? 

Mr. McDowe.u. Well, let us assume that there have been no actions 
by Congress in this case to enact section 164 of the Atomic Energy 
Act of 1954, and the Atomic Energy Commission just simply sets 
itself up as a power broker and went out and made arrangements all 
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around the TVA territory for the purchase of power for its account 
to be delivered to TVA. 

In that situation we certainly would have had one factor absent 
which was present here, namely, an express congressional approval ‘in 
the enactment of 164 of this very arrangement. 

That, to me, is very important in this picture. It seems to me 
Congress itself, by adopting section 164 of the Atomic Energy Act 
of 1954, gave its blessing to this contract and decided by a vote of 
Congress that it was in the public interest. 

Senator Keravver. But, Mr. McDowell, the point you are overlook- 
ing is that in 164 it said replacement of power to the AEC. 

Mr. McDowett. And the Congress used those terms, it was well 
aware of this contract, the fact that this contract was being negotiated. 
This contract had been described in the hearings of the joint com- 
mittee in June of 1954 before the vote on the Ferguson rider and Con- 
gress was well aware of the general terms and framework of the 
contract. 

Senator Keravuver. But the trouble is that you refused to let anyone 
prove that it was not within the terms of the statute, that it was not 
replacement which would take it entirely out of 164. 

Mr. McDowe tt. Under the circumstances of this case, yes, sir, for 
reasons I have already stated. 

Senator Kerauver. Then let’s take under 164, do you think that 
that authorizes two holding companies to use the AEC to a contract, 
as a party to a contract, to do things which they otherwise could not 
secure approval of before the SEC? 

Mr. McDowe tt. Certainly I think under the facts of this case, sir, 
section 164 and the adoption of it by Congress with knowledge that 
it was being adopted for the spee ifie purpose of approving this very 
contract, is an indication that Congress thought this contract was in 
the public interest and is an indication which, in my opinion, the 
Commission could not ignore, and they did not ignore it in their 
opinion, as you will see if you examine it. 

Senator Krerauver. You of course know, Mr. McDowell, that no 
contract had been executed when 164 was passed. 

Mr. McDowe tu. That’s correct. 

Senator Krrauver. And you, of course, know that no contract of 
replacement was ever signed between the AEC and the TVA, and 
yet the Commission refused to let that fact be proven. 

Mr. McDowet. You stated a fact in your question as a legal con- 
clusion, with which I have already disagreed 4 or 5 times. 

Senator Kerauver. What is that? 

Mr. McDowett. And that is that a replacement contract would 
have to be entered into between AEC and TVA. I don’t think that is 
what the language “replacement contract” means in section 164. I 
don’t think that is what the drafters of this document thought it 
meant. 

Senator Kerauver. Isn’t the TVA specifically mentioned in the 
Atomic Energy-Missouri Generating contract ? 

Mr. McDoweEL.. Yes, sir. 

Senator Keravver. W ell, then, what other replacement is it talking 
about ? 

Mr. McDowe tt. I don’t think that it is mentioned in terms of re- 
placement, sir. It is mentioned in terms of their making a contract 
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with the TVA, but I don’t believe that that contract in and of itself, 
that is, a contract between TVA and AEC, would be a replacement 
contract. 

Senator Krerauver. The fact is you couldn’t have any other kind 
of replacement under that contract. 

Mr. McDowe wu. That is a statement of opinion with which I don’t 
agree. 

Senator Keravuver. Well, I am surprised that you don’t agree, Mr. 
McDow ell. Well, in any event you don’t think that you are protect- 
ing the public interest when you approve financing of two holding 
companies just because they do something through an agency of the 
Government which they could not do themselves. 

Mr. McDowet. The first part of your question was not framed 
quite correctly, sir. I suggest you have it reread. 

(The reporter read back the question. ) 

Mr. McDowe tt. There is a double or triple negative there which I 
can’t quite follow. 

Senator Keravuver. Let’s see if I can’t state it more simply. You 
do not think that 2 utility holding companies ought to secure exemp- 
tions from 2 provisions or rules of the SEC by getting their financing 
approved by using a Government agency, when they could not have 
done it acting alone? 

Mr. McDowetu. You started out with “You do not think.” That 
is what throws me off. 

Senator Keravver. All right, I will just say “Do you think?” 

Mr. McDowe ti. “Do you think” would be better. Under certain 
facts and circumstances I think it would be proper and could be 
approved under the Holding Company Act were that situation to 
occur. Under other facts and circumstances, I think it would be im- 
proper, but under the facts and circumstances of this case, I thought 
it was proper. 

Senator Krrauver. Now you are talking about whether the TVA 
was an integral part of this contract. Tn your memorandum of 


August 31 that is the first thing you talk about, isn’t it, Mr. Mc- 
Dowell ? 


Mr. McDowett. Yes, sir. 

Senator Krrauver. You talk about how you had met with Mr. 
Dixon and they left a copy of the proposed contract, and the next 
sentence that Tennessee Valley is not a party to this contract although 
it will be signed by the AEC, and before it can be carried out by the 
AEC, it will be necessary that the AEC make certain subsidiary ar- 
rangements with the TVA both with respect to existing contracts 
between TVA and the AEC and with respect to the taking of power 
by the TVA at the center of the Mississippi River from the Mississippi 
Valley Generating Co. That is your memorandum. 

Mr. McDowetu. Apparently at that time Mr. Dixon’s opinion was 
that the power contract would not be signed before the arrangements 
between AEC and TVA had been made, but as things turned out, 
that wasn’t the way it was done, as you are well aware, as I am well 
aware, and so the factual situation changed from the way it had been 
asserted to me at that meeting. 

Senator Keravuver. Mr. McDowell, you are not quoting here what 


Mr. Dixon said. You are making a statement of fact to the Com- 
mission. 
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Mr. McDowetuz. Iam sorry. If that isso—— 

Senator Keravuver. Then here is where you say 

Mr. McDoweE t. | am not sure that I was just making a statement 
of fact when I said that. 

Senator Kerauver. Anyway, it seems that you were. Then you 
have here, “The present bo: ard of directors*—such-and-such and 
things may be different when Mr. Vogel becomes a member of the 
Board. So that you knew this replacement talked about in this con- 
tract had to do with the TVA. 

Mr. McDowe tt. Oh, certainly, yes, sir, no question about it. 

Senator KerAuver. And without replacement through the TVA, 
this contract would not meet the situation. 

Mr. McDowet.. Would not be the replacement contract; yes, sir. 

Senator Kerauver. And yet you approved financing, equity financ- 
ing, under this contract, and excluded evidence of the fact that there 
had never been a contract of replacement, evidence offered to the effect 
that there never would be. 

Mr. McDowe tt. I don’t recall that the latter type of evidence was 
offered, sir. 

Senator Krrauver. Well, there is evidence that the TVA directors 
had refused to go along. 

Mr. McDowe tt. I don’t recall that any evidence of that character 
was offered, Senator. 

Senator Kerauver. Of course, none of the evidence was offered 
because the questions were objected to. 

Mr. McDowe tt. I think some of it may have been offered and 
objected to. 

Senator Kerauver. Very well, now we will go on to the bond- 
financing provision. But in connection with the replacement matter, 
you re ad about the President, when the city of Memphis decided to 
build its own steam plant, saying that the situation was fully met? 
He ordered the contract to be canceled. 

Mr. McDoweE tt. Yes; I read the newspapers. 

Senator Kerauver. Doesn’t that prove to you that this was a lot 
of baloney about replacement ? 

Mr. McDowe . No, sir. 

Senator Kerauver. W hy? 

Mr. McDoweE t. Because if the city of Memphis had not decided 
to build its own plant, and if this plant had been constructed pursuant 
to the contract and power had been delivered as provided for in the 
contract, the TVA system would have taken power in at the southern 
end of the system and given out comparable power at the northern 
end. 

I can’t see how the fact that the city of Memphis decided to build its 
own plant has any relevancy or bearing on the question of whether 
the power contract was a replacement contract 

Senator Krrauver. Mr. McDowell, it shows, ' doesn’t it, that the sole 
and only purpose of the Dixon-Y ates agreement was to furnish power 
to the people of the city of Memphis? 

Mr. McDowe tt. I believe the Commission recognized that in its 
opinion, sir. 

Senator Keravver. And you also know that insofar as TV A’s plant 
at Shawnee was concerned, there wasn’t replacement because the TVA 
was tied up to use those generating facilities in its Shawnee plant for 
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15 years to furnish an output of that plant to the Atomic Energy 
Commission, and as of that time it had 12 or 13 years to run. 

Mr. McDowe t. Sir, I am not familiar enough with the TVA ar- 
rangements with the AEC at Shawnee to be able to discuss that with 
any authority. 

enator Keravuver. Wasn’t that an important consideration ? 

Mr. McDowe tt. Not in my opinion, no, sir. 

Senator Keravuver. Evidence was offered or questions were asked 
to bring out evidence that these contracts would run for 13 years, 
notwithstanding, and that was objected to and ruled out as irrelevant. 

Mr. McDowe tt. If you state it was, I will accept your statement. 

Senator Kerauver. And you think that was a good idea? 

Mr. McDowe tu. Yes, sir. 

Senator Keravver. All right, now we come to the 

Mr. McDowett. I agree with the ruling. 

Senator Kerauver. You agree with the ruling? 

Mr. McDowe t. It was irrelevant under the circumstances. 

Senator Krrauver. But in any event finally when President Eisen- 
hower canceled the contract, he admitted himself that not one kilowatt 
of this power was ever going up to the Atomic Energy Commission, 
wasn’t that what that meant? 

Mr. McDowe tt. I don’t remember reading that in his statement, sir. 
T read the newspapers, but I didn’t recall the line by line to that extent. 

Senator Kreravuver. As a matter of fact, I think it might be well 
to point out here that the question was asked whether even 1 kilowatt 
of this power would ever go—page 71, Mr. Volpe asked Mr. Dixon— 
read that questioning, Mr. Keeffe. 

Mr. Keerre (reading) : 

Question: Doesn’t that say, Mr. Dixon, that not one kilowatt of this power 
will be used by the Atomic Energy Commission? 

Mr. JAmeEs. I object for the same reason I stated before. 

Chairman DeMMLER: We sustain the objection. 

Senator Keravver. Don’t you think that was an important fact to 
consider as to whether there was replacement or not, Mr. McDowell? 

Mr. McDowe tu. No, sir, I think it has nothing to do with whether 
there was replacement or not. 

Senator Keravuver. The fact whether or not one kilowatt was going 
to go to the atomic energy works at Paducah ? 

Mr. McDowe tt. Let me try to explain to you what I think replace- 
ment must mean. If you have a rain barrel and there is a hole at 
the top and a hole at the bottom, and you pour in some water at the 
top and the rain barrel is full, and you take out an equal amount of 
water at the bottom, I suppose that 1s replacement. 

But there is no way of proving that the water you put in at the top 
is the same water you take out at the bottom, and that is exactly what 
was being testified to there. 

Senator Keravuver. Then you think on that basis that because of 
the fact that the TVA was selling some power to Paducah, atomic 
energy works at Paducah, it would be quite all right for Dixon and 
Yates or any other utilities on the periphery of the TVA service area 
to build steam plants, to put power into the TVA service area with- 
out compliance with the holding company provisions? 

Mr. McDowetu. No, I wouldn’t go that far. 
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Senator Keravver. Well, that is what this was, wasn’t it? 

Mr. McDowe tt. No, it wasn’t under the circumstances of this case. 

Senator Keravver. What were the different circumstances ? 

Mr. McDowetu. The circumstances was the action which Congress 
took under the circumstances, section 164 of the Atomic 

Senator Kerauver. 164—— 

Mr. McDowe uz. Can I finish the statement? TI will try to tell you 
what the different circumstances were as I understand them. 

The fact that this was done pursuant to a specific congressional 
authorization, the Atomic Energy Act of 1954, section 164, the fact 
that here the contract was between the AEC and the MVG, and pro- 
vided for the delivery of power to the TVA for the account of the 
AEC, and the fact that under those circumstances the AEC indicated 
that it needed this power, that it brought the easiest way and best 
way to get it, the most economical way to get it under the circum- 
stances, was to make this particular contract. 

Senator Krerauver. But the AEC already had the power on a 15- 
year lease, and 15-year contract. 

Mr. McDowe tt. I will certainly accept your statement that they 
had power under the contract for 15 years. I am not familiar with 
those contracts. 

Senator Keravver. Anyway, the AEC didn’t need this power from 
Dixon- Yates. 

Mr. McDowet.. Well, that is an assertion. 

Senator Keratver. You have section 164 of the Atomic Energy 
Cominission Act. Will you read it inio the record ‘ 

Mr. McDowe t. Sure. 

Section 164 of the Atomic Energy Act of 1954 provides: 


The Commission is authorized in connection with the construction or operation 
of the Oak Ridge, Paducah, and Portsmouth installations of the Commission— 
without regard to section 3679 of the Revised Statutes, as amended—to enter 
into new contracts or modify or confirm existing contracts to provide for electric- 
utility services for periods not exceeding twenty-five years, and such contracts 
shall be subject to termination by the Commission upon payment of cancellation 
costs as provided in such contracts, and any appropriation presently or hereafter 
made available to the Commission shall be available for the payment of such 
cancellation costs. 

Any such concellation payments shall be taken into consideration in deter- 
mination of the rate to be charged in the event the Commission or any other 
agency of the Federal Government shall purchase electric-utility services from 
the contractor subsequent to the cancellation and during the life of the original 
contract. The authority of the Commission under this section to enter into new 
contracts or modify or confirm existing contracts to provide for electric-utility 
services includes, in case such electric-utility services are to be furnished to the 
Commission by the Tennessee Valley Authority, authority to contract with any 
person to furnish electric-utility services to the Tennessee Valley Authority in 
replacement thereof. 

Any contract hereafter entered into by the Commission pursuant to this sec- 
tion shall be submitted to the Joint Committee and a period of thirty days shall 
elapse while Congress is in session (in computing such thirty days, there shall 
be excluded the days on which either House is not in session because of adjourn- 
ment for more than three days) before the contract of the Commission shall be- 
come effective: Provided, however, That the Joint Committee, after having re- 
ceived the proposed contract, may by resolution in writing waive the conditions 
of or all or any portion of such thirty-day period. 


(Thereupon, a short recess was taken.) 

Senator Kerauver. Mr. McDowell, you have read section 164 of the 
Atomic Energy Act which contained the amendment of the 84th 
Congress. 
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Mr. McDowe tt. I read all of 164, sir. Part of it is the amendment. 

Senator Kerauver. This is 164 as amended ? 

Mr. McDowe tt. Yes, sir. 

Senator Krrauver. The important part of 164 is the part having 
to do with the authority of the Commission under this section to enter 
into new contracts or modify or confirm existing contracts, or provide 
for electric-utility services in case such electric- utility services are to 
be furnished to the Commission by the Tennessee Valley Authority, 
authority to contract with any person to furnish electric-utility serv- 
ices to the Tennessee Valley Authority in replacement thereof. That 
is the heart of it. The heart of the new part. That doesn’t specify 
Dixon and Yates, does it, Mr. McDowell? 

Mr. McDowe... No; that uses simply the language “In replace- 
ment thereof” but I refer you to the statements in the Congressional 
Record at 100 Congressional Record, 10,430, which are reproduced i in 
the Division’s reply brief of January 18, 1955, in the equity pro- 
ceeding, where Senator Ferguson and Senator Anderson, at that 
place, debated the me aning of the amendment with which I am sure 
you are well familiar, and also, 100 Congressional Record, 10,464— 
10,465, where Senator Gore recognized that the amendment was for 
the purpose of authorizing this very contract. 

And I might read you in that connection, the exchange between 
Senator Gore and Senator Ferguson. 

Mr. Keravuver. Well, if it is not too long. 

Mr. McDoweE t. It isn’t very long, where Senator Gore said: 

At any rate, it now becomes obvious in the light of the offering of the Ferguson 
amendment, that in the absence of affirmative action by Congress, the authority 
to proceed further with the Dixon-Yates contract will be even more doubtful. 
Indeed I think it is clear that the proposal would be illegal. 

In other words, unless the Ferguson amendment is adopted, unless the pending 


bill modified to include the pending amendment, is finally passed by the Con- 
gress, I do not believe there can be such a contract with the Dixon-Yates group. 


Then Senator Ferguson said at 100 Congressional Record 10,766: 

I hope the Senate will now proceed to reject the Anderson substitute which 
would destroy what we are trying to do, namely, to put a private plant across 
from Memphis, Tenn., to furnish power to go into the channels = the Tennessee 
Valley Authority. Is this power needed? Tor 2 years the Tennessee Valley 
Authority has been asking for a plant at Fulton, Tenn., because it says it needs 
power. Under this contract, it can get power which is being taken today by 
the Atomic Energy Commission. 

It is clear from what preceded that by the words, “This contract”- 
it meant this power contract to be entered into between AEC and 
MVG, the general terms of which had been already discussed before 
the Joint Commission on Atomic Energy in June 1954—— 

Senator Knracver. Of course, you will find in other places in the 
Congressional Record where several of the Senators and I stated that 
this contract might not only authorize Dixon and Yates, but it would 
authorize any two other utility holding companies or any group of 
holding companies to get together through the Atomic Energy Com- 
mission anywhere around the periphery of the Tennessee service area, 
and do the same thing, and that was one of the fears that we had. 

But in any event, this is not limited to Dixon- Yates under the terms 
of the statute, so that you would feel that anywhere around the 
periphery of the TVA, two utilities getting together with a contract 
with the Atomic Energy Commission to furnish power to the TVA, 
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or for the purpose of furnishing power to the TVA, that that would 
come under the provisions of this contract. 

Mr. McDowe tu. Not quite that way. I think the arrangements 
would have to be for the TVA to deliver a comparable amount of 
power to the AKC. 

Senator Kerauver. Well, the TVA is already delivering to Paducah 
about a billion kilowatts and there was nothing in the Atomic E nergy 
contract about the TVA delivering more power to the Atomic Energy 
Commission. Its amount of deliver y was already fixed. 

So that the point is that insofar as the Securities and Exchange 
Commission and insofar as 164 giving some additional right of power 
to the Securities and Exchange Commission os substantially waive 
the debt-equity provision and section 10 (c) (2), this same arrange- 
ment could be used anywhere else around the - iphery of the TVA. 

Mr. McDowe t. I don’t specifically base my reasons for approving 

r thinking that the debt-equity ratios in this particular case were 
ene on the action of the Congress in adopting this amendment to 
section 164. 

I think the principle there is that where you have an assurance 
through a Government contract, whatever Government contract it may 
be, that money will be available to service, that arrangement, even 
though the debt arrangement is at a higher ratio than what you 
would permit absent such 2 Government arrangement, the Securities 
and Exchange Commission can approve that kind of fin: incing under 
the standards of section 6 and section 7 of the Holding Company 
Act, simply for the reason that the Governme™:t contract provides 
the assurance of the servicing which is the principal thing the Com- 
mission is interested in, in approving the financing. 

The Commission wouldn’t want to approve the financing which it 
thought couldn’t be serviced, and wouldn’t want to approve a financ- 
ing where it thought there was such a thinness of equity that there 
was a real danger to the holders of the debt that they might not be able 
to be paid off on their debt. 

But I consider, and apparently the Commission agreed on that 
point, because they are consistent with the recommended findings on 
that point, that in this case, there was an assurance of ability to pay 
off the debt through the Government contract. 

Senator Keravuver. By virtue of the practical guaranty of the Gov- 
ernment. That is what I am talking about. 

Mr. McDowett. That’s right. But I don’t think that that goes to 
the question of replacement power, as such, at all. 

Senator Keravuver. That is what I am talking about. In a similar 
situation, where the Atomic Energy Commission is used for the pur- 
pose of making a contract to holding companies anywhere around the 
periphery of TVA, furnishing power to the TVA that they do merit 
exclusion. 

Mr. McDowe ... Merit some definite considerations. 

Senator Kerauver. Definite considerations by the —- and 
Exchange Commission on its debt financing insofar as equity ca) ital 
and also 10 (c) (2) are concerned. 

Mr. McDowe tt. Yes, and if the TVA itself made a contract with a 
private utility to buy power from the private utility, and wanted so 
much power that a plant had to be constructed for that pur pose, and 
i private utility financed that plant, by debt largely, by equity in a 
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smal] amount, the contract was part of the collateral for debt, I would 
feel the same way. 

In other words, the reason for at least 30 percent common equity 
and not more than 60 percent debt, which are the standards the Com- 
mission has espoused in other situations, in my judgment would not 
apply because you would have an assurance of ability to pay the debt 
present. 

Senator Keravver. It is not so much the debt- -equity part that is 
bothering me. That is a regulation of the SEC, the 60-40, but the 
law of the Holding Company Act, 10 (c) (2), is intended to prevent 
scatteration, or whatever you call it, of one company joining up with 
another outside of its service area so that the Atomic Energy Com- 
mission an be used as a means of avoiding that section of the Hold- 
ing Company Act by signing up contracts with utility holding com- 
panies, which would give the utility holding companies a position, a 
different position, with the SEC from whie h they would have if they 
acted independently. 

Mr. McDowett. Yes; but may I make a statement ? 

Senator Keravver. All right. 

Mr. McDowrtu. It certainly gives them a different position. As 
I pointed out this morning, I do not think that I would recommend 
to the Commission to approve the Pacific Gas & Electric System get- 
ting together with the New England Electric System, or, indeed, with 
= South, for that matter, to build a plant at West Memphis, 

Ark., to supply energy to the AEC. 

I think that’ that would be strete hing the language of 10 (c) (2) far 
beyond any commonsense interpr etation. But where you have two 
holding- company systems which are immediately themselves con- 
tiguous and, in turn, contiguous with the TVA system through which 
the power is to be transmitted so that there are direct interc onnections 
between the two systems and the TVA systems as they are here, there 
are already direct connections between Southern, Middle South, and 
TVA, I think that under those circumstances, under that factual situa- 
tion, a commonsense interpretation of 10 (c) (2) would warrant rec- 
ommendation that an acquisition of securities by those companies for 
the purpose of building a generator should be approved by the Com- 
mission. That is a long answer, and I am sorry it took so long. 

Senator Kerauver. Mr. McDowell, all of the utilities in the United 
States are connected in some way or another, electric utilities, or prac- 
tically all of them. 

Mr. McDowett. I believe that is nearly the case, except perhaps in 
the Rocky Mountain area. 

Senator Kerauver. Yes; but I mean in the East and middle section 
of our country there are tie-ins between all of them. 

Mr. McDowet. Yes, sir; that’s right. 

Senator Krravver. So this tie-in that you are talking about between 
Mississippi Valley Generating Co. and Southern Co., you could find 
a tie-in at almost any utility in the East. 

Mr. McDowetx. Yes; but in other cases, across the lines of other 
systems. I think you have to look at it from a general geographical 
standpoint. 

Senator Krravuver. Where, Mr. McDowell, do you find anything in 
164 of the Atomic Energy Act which repeals, amends, or in any way 
suspends the national holding-company law? 
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Mr. McDowe tt. There is nothing in there which suspends, repeals, 
or affects the national holding-company law at all, but I do think the 
fact that Congress adopted 164 is an indication that it thought that 
this particular arrangement was in the public interest. 

And I know you disagree on that, but the Commission, in deciding 
what is in the public interest, obviously, as I have already testified, 
has to try to find out what Congress thinks is in the public interest. 

It seems to me it was perfectly correct in this case for both the staff 
and the Commission to take into consideration the fact that Congress 
had deemed this project in the public interest by a majority vote. 

Senator Kerauver. You know as a matter of fact, that there was 
no hearing on the amendment or change in the Holding C ompany Act, 
no evidence introduced. You were not brought up to testify in con- 
nection with it. This was not put for ward as a means in any way 
whatsoever as amending the National Holding Company Act in pre- 
senting this legislation. 

Mr. McDowe1t. That’s correct. It was merely an indication of 
what Congress thought the public interest was under the circumstances 
of this case, and of course the public interest is one of the standards 
which the Commission applies in approving acquisitions under sec- 
tions 9 and 10. 

Senator Kerauver. We come back to the question that 164 falls 
down unless there was replacement, and you approve of not allowing 
evidence to be introduced to show that in fact it wasn’t replacement— 
164 fails unless there was replacement; doesn’t it ? 

Mr. McDowe... The particular sentence 

Senator Krerauver. The particular sentence which was written to 
authorize this Dixon-Yates deal fails unless there was replacement. 

Mr. McDowett. That sentence - authority not only to enter 
into replacement contracts, but, as I understand it, also to enter into 
direct contracts. 

Senator Kerauver. But this was not a direct contract like OVEC 

Mr. McDowe.t. I think I read a whereas clause at the beginning 
of the—at the beginning of my testimony earlier today which 
indicates——— 

Senator Keravuver. All right, then, let’s pass on to the debt-financ- 
ing hearing before the SEC. The purpose of questions by the State 
of Tennessee, counsel for the State of Tennessee, and other intervenors, 
was to show that this contract was made in an illegal manner by 
virtue of the participation of Mr. Wenzell in the negotiations of the 
contract where there was a possible violation of the criminal code in 
serving the Government and his company at the same time, there 
was a possible violation of the dual interest provisions of the criminal 
statute, and you feel that no evidence should be authorized or accepted 
to show that a contract was negotiated in an unlawful manner? 

Mr. McDowett. In the first place, I don’t agree because my inter- 
pretation of law must be different from yours, “because I don’t in my 
own opinion, consider the activities of Mr. Wenzell as being in any 
sense unlawful but that aside—— 

Senator Kerauver. Justa minute. At this point, you don’t regard 
it as being illegal but you approve of not allowing evidence to be 
introduced whether it was or not. 


65950—56—pt. 2———_10 
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Mr. McDowett. I was trying to come to that, sir. I was goin 
to say, even assuming his activities were illegal, since First Boston 
was not a party to this contract, I don’t see how that illegality would 
in any way affect the validity of this contract. 

I am unable, as a lawyer, to follow the line of reasoning by which 
the fact that Mr. Wenzell’s activities were illegal would have any 
relevancy to whether or not this contract was legal. The parties to 
this contract were MVG on the one hand and the Atomic Energy 
Commission on the other, and the First Boston Corp. or Mr. Wenzell 
were not even mentioned in the contract. 

Senator Krrauver. Well, in any event, we may differ as to the 
interpretation of the statute. 

My interpretation is that if he is working for the Government and 
transacting business from which his company gets a contract, whether 
a party to the contract or not, that there is a violation of the statute. 

But the point I make is that you refuse to allow evidence to be 
introduced, or you approve of the refusal, in an effort to show whether 
there was a legal action in connection with the negotiation of the con- 
tract or not. 

Mr. McDowe tt. Yes, sir; for the reasons stated in answer to your 
previous question. 

Senator Keravver. I think it would be very illuminating to the 
public if you would just read some of these questions and answers, 
Mr. Keeffe, on that point. 

Mr. Krerre. I read a few this morning, Senator, and I will pick up 
with one on page 220. 

Mr. Lester objected to a question whether Cook knew if Wenzell 
ever attended meetings at AEC on Dixon-Yates. On page 227 

Mr. Trmvers. Mr. Keeffe, could you identify the transcript to which 
you refer ? 

Mr. Keerre. This is the debt financing transcript, Mr. Timbers. 

Senator Krrauver. Which book is it ? 

Mr. Keerre. I will be glad to find it for you, if you like. 

Mr. Timpers. That’s all right, I assume you are referring to the 
public files of the Securities and E xchange Commission w hich we have 
made available to this committee and particularly to the official tran- 
script ? 

Senator Krerauver. Yes, that is what we are referring to. 

Mr. Trmpers. Before the hearing examiner. 

Mr. Keerre. Yes. 

Mr. Timpers. A proceeding which is still undetermined before the 
Securities and Exchange Commission. 

Mr. Krerre. Yes; but as to which you specifically waived your 
privilege and it is 70-3375. 

On page 227, Mr. Lester commented as follows in regard to ques- 
tioning of foe 


Mr. Lester. I just fail to see the relevance of this constant questioning about 
whether Mr. Wenzell was there. All the record shows is that Mr. Wenzell was at 
one time, whether he is now the record doesn't show, an employee, I think a 
vice president, of the First Boston Corp.; Mr. Dixon testified the man he relied 
on at First Boston who gave him financial advice was Mr. Duncan Linsley. I 
don’t see why we should spend so much time on whether this other employee of 


First Boston Corp. was there or was not there. Probably a lot of other First 
Boston people were there * * * 
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On page 775, Lester objected to a question asked by Volpe of Wenzel 
as to whether Miller was introduced at the AEC on January 20 as a 

sureau of the Budget representative. 

On page 786, Mr. Freedman objects 

Senator Kerauver. Were these objections all sustained ? 

Mr. Kererre. All sustained, Senator, evidence exclucied. 

Mr. Oppenheimer corrects me. He says in some cases answers were 
allowed. 

On page 786, Freedman objects to a question as to what information 
Wenzell received from First Boston in response to the request of 
Dixon in February 1954. 

On page 819 Freedman objected to a question asked of Wenzell 
as to whether he felt that First Boston would take a fee for their 
services in placing the securities. Why? He also objected to ques- 
tions relating to the fee on pages 824 and 826. 

At the conclusion of Mr. Wenzell’s s testimony, Mr. Lester com- 
mented as follows: 

At this time, Mr. Examiner, the Commission corporation counsel moves that 
all of the direct testimony of the witnesses, commencing with a question early 
this morning as to whether or not he had taken employment with the Bureau 
of the Budget, be stricken from this record. What has transpired is what I 
prophesied this morning. We are taken through a lot of preliminary discussions 
Upolu Lue assumption that somehow or other they will be connected up with the 
financing. 

On page 788, Freedman objects to a question asked of Wenzell as 
to whether or not he recalled discussions with Paul Miller of First 
Boston between January 20 and February 5, concerning the financing 
of the contract. 

Senator Krerauver. Mr. McDowell, what business is it of yours to 
keep out of the evidence testimony tending to show illegal action on 
the part of a person in the negotiation of a contract ? 

Mr. McDowett. Well, as I explained before, we are a party to the 
proceeding and we object to any evidence whic h we think is irrelevant 
to the issues before the Commission, and we couldn’t conceive of any 
possible relevance to the issues before the Commission that this evi- 
dence might have, and the hearing examiner agreed with us. 

Senator Krrauver. Did you tell your attorney to object to this 
testimony ? 

Mr. McDowe x. No, sir. 

Senator Kerauver. Why didn’t you want the testimony in ? 

Mr. McDowe tt. I don’t think I was even present, Senator, at the 
time. 

Mr. Keerrr. The record notes your appearance on the Wenzel! 
question, 

Mr. McDowett. I was present at various times during the hearing, 
in and out of the hearing room. 

Senator Kerauver. Yes; [think the record does show. 

Mr. McDowett. If the record shows I was there, I must have been 
in the room at that time. I had forgotten. But I agree with the fact 
that the questions were asked and I agree with the rulings on them 
and I am perfectly willing to assume that I was present, if that will 
help you for your purpose. 

Senator Krrauver. But it seems to me that if there is evidence of 
wrongdoing, trying to bring out evidence of wrongdoing of a person 
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employed by the Government in connection with some matter that is 
before the SEC, in your official position you ought to be the first to 
insist that it be gone to the bottom of. 

Mr. McDowe tt. I don’t see how it has any relevance to the issuance 
of securities under section 7 of the act, which is what we had involved 
here in the bond proceeding then pending before the Commission, 
absolutely no relevance in my opinion. 

Mr. Keerre. Mr. McDowell, wasn’t it your personal position—— 

Mr. McDowe:t. I might add, sir, also, the Division has an in- 
terest in not having a record dev eloped which contains all kinds of 
irrelevant material in it because it takes the Division’s time up un- 
necessarily in putting irrelevant material into a record. 

It complicates the Commission’s job in deciding the case, because 
they have before them a record which contains all sorts of complet tely 
irrelevant material. In our opinion, this material was completely ir- 
relevant to it; therefore, as a matter of good administration of the 
Commission’s work, we had a duty in and of itself to keep out ir- 
relevant evidence in the proceeding. 

Mr. Kerrre. Mr. McDowell, your own personal position was that 
this financing could be approv ed because this was a Government con- 
tract, because the Government was involved ? 

Mr. McDowett. Thats right. 

Mr. Krerre. Now, doesn’t it strike right to the heart of that propo- 
sition as to whether this was an illegal Government contract or a legal 
one 4 

Mr. McDowe tt. As I have explained, at least 2 or 3 times already, 
I don’t think that the activity of Mr. Wenzell has anything to do with 
whether this is a legal or illegal contract. 

Senator Kerauver. But Mr. McDowell, you didn’t want him to de- 
velop this, that is the trouble, whether it did or didn’t, and apparently 
in the opinion of reliable and worthy counsel, it was important to 
bring out. You approved not even letting them develop whether it 
had anything to do with it or not. 

Mr. McDowe tt. I differed with that opinion, sir, and I will stand 
on the difference. 

Mr. Keerre. How do you know whether something is legal or il- 
legal until you hear the facts on it? The State of Tennessee was 
offering facts with respect to Wenzell. 

Mr. McDowe tt. I knew the following facts. I knew that First 
Boston was not a party to this contract. It was a contract between 
Mississippi Valley Generating Co. on the one hand, and the Atomic 
Energy Commission on the other. 

The legality or illegality of any acts by First Boston could not, in 
my ; opinion, have anything to do with the legality or illegality of the 
contract. I would like to have e spun out for me any contrary theory 
and I would be glad to debate it, but I just fail to see what you are 
even driving at. It just doesn’t make sense to me at all, as a lawyer. 

Mr. Keerre. There has been considerable debate around this table, 
Mr. McDowell, and discussions of this. 

This is not a question, I recognize, which may be black or white, 
but Mr. Wenzell is as much an employee of the Bureau of the Budget 
as he was an employee of First Boston, and Mr. Wenzell’s activities 
go deep into the origin of this contract. 
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They start in 1953, in fact, when policy was established. Now, why 
shouldn’t you have had those facts presented before the Securities 
and Exchange Commission so that you could determine the law 
question ? 

Mr. McDowetu. You stated in your statement which preceded the 
question that this was not a question which is black and white, but in 
my opinion, it is a question that is very black and very white, and it 
is very true that regardless of the legality of First Boston’s activities 
in this matter, that could have no relevance as to the legality of the 
power contract. 

Mr. Keerre. In other words, you think the double position of Mr. 
Wenzell was highly desirable? 

Mr. McDowe tt. T did not say that, sir. 

Mr. Kerrr. And you don’t think 

Senator Krrauver. He just thought it was irrelevant. 

Mr. McDowe tt. I thought it was irrelevant; that’s correct. 

Senator Kerauver. Of course the contract wasn’t going to be ef- 
fective until financing arrangements had been made. It couldn’t be 
put into effect until the financing had been approved. 

Mr. McDowett. I think the contract speaks for itself on that point, 
Senator. 

Senator Krrauver. Are you not concerned with the morality of 
your investment brokers who are going to handle securities ? 

Mr. McDoweE tz. Yes, sir. 

Senator Kerauver. You are directly concerned under the Securi- 
ties and Exchange Act, aren’t you? 

Mr. McDowe tt. Yes, sir. 

Senator Kerauver. And yet you don’t want to know of evidence, 
you don’t want anybody to introduce any evidence to show a possibly 
illegal transaction on the part of the vice president of a holding com- 
pany, the very holding company that is going to handle the sale of 
securities under the contract that you approve ¢ 

Mr. McDowe.u. May | correct you? 

Senator Krrauvrer. Investment company. You are directly con- 
cerned with investment companies. 

Mr. McDowett. Yes, sir. First Boston is not a holding company. 

Senator Kerauver. Well, investment banker. 

Mr. Kererre. It is an investment banker, isn’t it? 

Mr. McDoweE tu. Yes. 

Senator Krrauver. Aren’t you concerned with possible criminal 
violations of the vice president of the investment bank who is going 
to handle the securities which you are being called upon to approve ? 

Mr. McDower.t.. There were no issues under the Securities and Ex- 
change Act of 1934 before the Commission in connection with the ap- 
proval of this debt financing. 

Senator Krravuver. But you have a general responsibility in con- 
nection with it. 

Mr. McDowett. I think my responsibilities are limited to the ad- 
ministration of the Holding Company Act; the Division of Corpo- 
rate Finance and Division of Trading Exchange of the Commission 
are in the areas of the Securities Act, the Securities and Exchange 
Act of 1934. 

Senator Keravuver. In speaking of you, I am talking of the Com- 
mission as a whole. 
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Mr. McDowetu. The Commission certainly has an interest in the 
morality 

Senator Krravver. The Commission has the right to blacklist an 
investment banker who; in the handling of securities approved by the 
SEC, is operating outside of the law, doesn’t it? 

Mr. McDowe tt. I don’t know, sir. 

Senator Kreravver. Mr. Timbers would know. 

Mr. Trmpers. I think the answer is very clear, Senator, that it 
would have been wholly improper administration by our Commis- 
sion to have entertained any such question or issue in this debt-financ- 
ing proceeding under the Holding Company Act, and there is not the 
slightest doubt in my mind as to the propriety of that answer. 

Senator Krrauver. That wasn’t my question. I asked you whether 
the Securities and Exchange Commission does have responsibility to 
blacklist financial investment bankers if they are violating the law in 
connection with securities which have been approved by the SEC. 

Mr. Trmpers. By “blacklisting,” I assume you refer to the broker- 
dealer revocation proceedings? | q 

Senator Krravuver. That’s right. 

Mr. Timpers. Which the Commission does have power to institute 
on notice affording a full hearing, opportunity to be represented by 
counsel, submission of findings, and the entry of a formal order. That 
is a proceeding that the Commission not only has power but has the 
duty to institute on projects coming under the 1934 act. This Divi- 
sion, in which Mr. McDowell is the Director, has nothing whatever 
to do with that. 

Senator Keravver. But Mr. Demmler, the Chairman of the Com- 
mission, and Mr. Armstrong, a member of the Commission, have 
something to do with them ? 

Mr. McDowet.. Yes, sir. 

Senator Keravver. And Mr. Demmler is the one who sustained the 
objections to testimony ? 

Mr. Timprrs. In this proceeding, which was limited to the debt 
financing under the Holding Company Act. 

Senator Krerauver. Well, Mr. Timbers, it would seem to me that 
with that high responsibility for having integrity in the investment 
bankers that handle securities approved by the SEC, Mr. Demmler and 
the other members of the Commission, and Mr. McDowell for that 

matter, even though he may have been in another department, ought 
to be anxious to have testimony presented that shows possible criminal 
violation on the part of a vice president of the investment banking 
concern that is going to handle the selling of the securities, the draw- 
ing up of the contracts growing out of the financing agreement which 
is before the SEC. 

Mr. Trupers. I think, Senator, you inadvertently referred to Mr. 
Demmler, who was no longer with the Commission at the time of this 
proceeding. 

Senator Keravuver. He sustained the objections to this testimony. 

Mr. McDowe tt. Not this testimony. 

Senator Kerauver. I am talking about the debt e gcc financing. 

Mr. Trpers. This line of testimony that Mr. Keeffe just r 

Senator Krerauver. You are right; that occurred when Mr. Arm- 
strong was Chairman; you are right. 
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Mr. Timpers. But I do think it would be most unorderly pro- 
cedure, certainly procedure that we would never think of sanctioning, 
to entertain, in effect, a broker-dealer revocation proceeding in the 
context of a debt-financing proceeding under the Holding Company 
Act. Iam sure, Senator, you wouldn’t expect our Commission to en- 
gage in such a procedure. 

Senator Kreravuver. Unless you see illegality, or somebody wants to 
show illegality; unless it comes right into the proceeding which you 
have under consideration of the SEC, you are not interested in it; 
you won’t let any testimony be given about it. 

Mr. Trmpers. I think Mr. McDowell’s answer—I don’t want to 
interrupt here, I assume you are still addressing me—as to the irrele- 
vance of the alleged illegality of the First Boston, or Wenzell’s, par- 
ticipation, is the complete answer to Mr. McDowell’s question which 
you addressed to him with respect to the MVG-AEC contract. 

We do not entertain a broker-dealer revocation proceeding in the 
context of a debt-financing proceeding under the Holding Company 
Act. 

However, if any evidence, if anybody has evidence that suggests a 
violation of any one of our statutes, there is a perfectly proper pro- 
cedure by which that evidence can be brought to our attention, brought 
to the attention of the staff. The staff will bring it to the Commis- 
sion’s attention. This was not the proceeding in which that could pos- 
sibly be brought to the attention of the Commission. 

Senator Keracver. Mr. Timbers, the Securities and Exchange Com- 
mission has the responsibility to enforce decency by way of revoca- 
tion, if necessary, on investment bankers when it ascertains informa- 
tion independently. 

A complaint does not have to be filed with the SEC in order for 
the Securities and Exchange Commission to act. You would agree 
with that, wouldn’t you? 

Mr. Timpers. We have developed a procedure, Senator, which we 
think is in the public interest and is designed most effectively to pro- 
tect the investors, by which informaton of alleged violations of the 
statute are brought to the attention of the Commission. I think it is 
spelled out in section 21 (a), for example, of the Securities and Ex- 
dations Act of 1934. 

Senator Krerauver. But when you read the section entirely, if the 
SEC has information about wrongful action, illegal action of an in- 
vestment banker, it can institute revocation proceedings on its own. 

Mr. Timpers. Oh, surely. 

Senator Kreravver. Isn’t that correct ? 

Mr. Timerers. Surely. I perhaps misunderstood. 

Senator Krravuver. Well, the question, Mr. McDowell, is, What have 

ou done about any revocation proceedings or any action against 
irst Boston by virtue of this man down here representing his com- 
pany and the Government ? 

Mr. McDowe tt. Since that is not within the jurisdiction of my 
Division, I can’t answer that question, sir. 

Senator Kerauver. What have you done, Mr. Timbers? 

Mr. Trupers. I have done nothing. No such evidence or sugges- 
tion of such evidence has been brought to the attention of me as 


General Counsel or, to my knowedge, to the attention of the Com- 
mission. 
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Senator Keravuver. I don’t know, if having been around these hear- 
ings here—of course, you wouldn’t let it come out in the SEC hear- 
ings, you objected to it there, but it has been pretty well aired out 
around here—and I just want to know whether anything has been 
done about it. 

Mr. Kerrre. Mr. Timbers, you have received copies of the tran- 
scripts here, haven’t you? 

Mr. Tratpers. We have received some of them. I think the only one 
we received, other than when our witnesses were here, was the tran- 
script of the testimony of the Atomic Energy people. 

Mr. Krrrre. You can get the transcript if you want it. 

Mr. Trmpers. If this committee has any evidence that it desires to 
submit to us, charging violations of our statutes, I would not only 
welcome it but I would respectfully suggest it is the duty of the com- 
mittee to bring it to our attention, and. T will assur e you, Mr. Chair- 
man, that it will receive pr ompt and expeditious handling in the public 
interest, just as last fall our Commission, after certain | evidence was 
presented to this committee, of which I think you were then a mem- 
ber and perhaps Senator Langer was chairman, the so-called Steiten- 
roth charges, a full and complete investigation was made by our 
Commission, I don’t recall whether at the specific request of your 
committee, and in addition to that there were allegations of viola- 
tions of section 12 of the Holding Company Act. I refer to the 
MecMath and McMahon testimony, ‘and I think we did our job there 
and we did it in a very commendable way. 

And if you suggest that we should investigate any evidence that 
you have before you, we will not only be delighted to do it but we will 
do it promptly and expeditously, and we will report back to your 
committee. 

Senator Kreravuver. Mr. Timbers, it shouldn’t have to be a responsi- 
bility of Senate committees to get you to investigate possible violations 
when they are public information. 

Of course, the Commission refused to let evidence be introduced 
about it, which is one thing, and then the next thing, it has all been 
in the papers. You have been here. You know what Mr. Wenzell 
has testified. 

I think it would be the responsibility of your Commission itself 
to move forward, without having to be urged to by a congressional 
committee, in matters of this kind. 

Mr. Kererrr. May I say, Senator, that our investigation of the 
decided cases under 424 of the Criminal Code indicates that if that 
code or provisions have been violated, any contract made under it 
would be void. 

Senator Krrauvrr. As a matter of fact, the First Boston got itself 
into the same situation down in Florida. You are aware, Mr. Timbers, 
of that reported case, aren’t you? 

Mr. Trvpers. I think 7 was et the sossion where you—— 

Senator Krravuver. Has SEC done anything about that, where they 
acknowledgedly were representing both sides, and the Florida 
Supreme Court voided the sale? 

Mr. Truprers. To be perfectly frank with you, Senator, I had not 
heard of that case or that proceeding before you referred to it on the 
record here last week, I think it was, and I know nothing further 
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about it other than what appears on this record. I assume it goes 
back some time prior to my being General Counsel. 

Senator Krrauver. 1953. You have been down there a number of 
years, haven’t you? 

Mr. Trmpers. Since October 5, 1953. I wonder if it might possibly 
be helpful at this point if you would allow me to direct the attention 
of the committee to the provision of the Securities and Exchange Act 
of 1934 which prescribes the standard for broker-dealer revocation 
proceedings. And I refer to section 15 (b), the relevant portion of 
which I believe reads as follows: 

The Commission shall, after appropriate notice and opportunity for hearing, 
by order, deny registration to or revoke the registration of any broker or dealer, 
if it finds that such denial or revocation is in the public interest and that (1) 
such broker or dealer, whether prior or subsequent to becoming such, or (2) 
any partner, officer, director or branch manager of such broker or dealer (or 
any person occupying a similar status or performing similar functions) or any 
person directly or indirectly controlling or controlled by such broker or dealer 
whether prior to subsequent to becoming such (a) has wilfully made or caused 
to be made in any application for registration pursuant to this subsection or in 
any document supplemental thereto or in any proceeding before the Commission 
with respect to registration pursuant to this subsection any statement which 
was at the time and in the light of the circumstances under which it was 
made false or misleading with respect to any material fact or (b) has been con- 
victed within ten years preceding the filing of any such application or at any 
time thereafter of any felony or misdemeanor involving the purchase or sale 
of any security arising out of the conduct of the business of a broker or dealer 
or (c) is permanently or temporarily enjoined by order, judgment, or decree 
by any court of competent jurisdiction from engaging in or continuing in conduct 
or practice in connection with the purchase or sale of any security or (d) has 
wilfully violated any provision of the Securities Act of 1933 as amended, or 
of this title, or of any rule or regulations thereunder. 

Now, I think T should state for the record that no such evidence 
indicating violations of the characters prescribed by Congress in that 
statute has been brought to my attention or, to my knowledge, to the 
attention of the Commission with respect to the particular transactions 
you inquired about. 

Senator Keravver. Well, of course, in this matter of formality of 
presentation on which you have spoken so much here, requiring a 
petition or something to be filed with the Commission, it wasn’t diffi- 
cult to weigh that in the case of Sherman Adams, was it, Mr. Timbers ? 

Mr. Timerrs. Excuse me, Senator ? 

Senator Krrauver. I say, in all this procedural matter of getting 
some action from the Commission that we have been talking about 
in connection with Mr. Wenzell, you have been putting a lot of stress 
on the procedure. It wasn’t difficult to get the procedure changed 
when Mr. Adams spoke to you all down there, was it ? 

Mr. Troners. I think the usual customary procedure was followed 
in the application to the Commission for a brief adjournment. I don’t 
think there was any change of procedure. I think, on the contrary, 
the applicable procedure was followed. 

Senator Krrauver. Of course, you didn’t read all of this broker- 
revocation part. 

Mr. Trupers. I would be delighted to have you read any other por- 
tions you think are relevant, Senator. 

Senator Krravuver. A good many portions are relevant; (c) (1), 
for instance: 


No broker or dealer shall make use of the mails or of any means or instru- 
mentality of interstate commerce to effect any transaction in, or to institute the 
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purchase or sale of (other than commercial paper, bankers’ acceptances, or 
commercial bills) any security ; otherwise than on a national securities exchange 
by means of any manipulative, deceptive, or other fraudulent device or con- 
trivance. 


And then it has one here, a person getting a business in a deceptive 
way. Section 3 says you shall adopt certain safeguards with respect 
to the financial responsibility and to the conduct of brokers who may 
do business. So there are a good many provisions. It goes on for 
quite a long time. 

Allright. Nothing has been done about Mr. Wenzell, that is estab- 
lished. 

Mr. Kererrer. I would like to ask a question. Mr. McDowell, I 
thought this morning we agreed that you felt that the question of 
illegality was not relevant because the Attorney General had given 
you an opinion that the contract was valid. 

Mr. McDowern. That is right. 

Mr. Keerrr. Let me ask you, in the Attorney General’s opinion in 
the debt proceeding, was there any mention as to this point of the 
replacement that the Senator disc ussed with you at the opening of the 
session this afternoon? Does the Attorney General’s opinion consider 
the fact that no contract was made with TVA by AEC? 

Mr. McDowrtu. I think we better let the Attorney General’s opin- 
ion speak for itself, Mr. Keeffe. I have forgotten what was in it. 
It was in the equity proceeding that the opinion was important. 

Mr. Kerrrr. Well, we have the opinion here in the record. Do you 
want to look at it, Mr. McDowell? We have looked at it, and we can’t 
tind anything in the Attorney General’s opinion that has one word 
with respect to the power needs of AEC and the fact that there had 
to be a replacement contract with TVA. Evidence was being offered 
with respect to the power needs of the Atomic Energy Commission : 
evidence was offered with respect to the fact that there was no 
contract. 

Mr. McDowe ty. Do you want me to read the opinion into the ree- 
ord? That isthe only thing I can do. 

Senator Krravver. Let us just make the opinion a part of the record. 

Mr. Keeffe, you say that is the situation, and I am sure that is it. 

(The opinion referred to follows :) 

OFFICE OF THE ATTORNEY GENERAL, 
Washington, D. C., October 20, 1954. 
Hon. Lewis L. Strauss, 
Chairman, Atomio Energy Commission, 
Washington, D. 


DEAR Mr. Strauss: In connection with the Geceaibii s request of October 
1, 1954, contained in Mr. Joseph Campbell’s letter to me of that date as Acting 
Chairman of the Commission, the President has authorized me to furnish you 
with an opinion with respect to the validity of the proposed power contract 
between the Atomic Energy Commission and the Mississippi Valley Generating 
Company. I also have your letter of October 5, 1954, enclosing a copy of the 
October 1, 1954, proof of the contract and stating that it has been agreed between 
the parties to revise the last ‘““Whereas” clause of the contract on page 3 to read 
as follows: 

“Whereas this contract is authorized by and executed pursuant to the Atomic 
Energy Act of 1954, for the purpose of providing electric utility service to the 
AEC, or to TVA in replacement of electric utility service furnished to the AEC 
by TVA, in connection with the construction or operation of the Project ;” 

Mr. Campbell’s letter states that the particular question as to which my opin- 
ion is desired relates to the authority of the Atomic Energy Commission to 
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enter into the contract, with special reference to sections 164 and 165b of the 
Atomic Energy Act of 1954 (Public Law 703, 88d Cong., approved August 30, 
1954). Section 164 deals with the authority of the Atomic Energy Commission 
to enter into long-term power contracts; Section 165.b prohibits the Commission 
in connection with any contract entered into under the authority of the Act from 
making direct payment or direct reimbursement of any Federal income tax on 
behalf of the contractor. Mr. Campbell, with his letter of October 1, has trans- 
mitted a copy of an opinion of the General Counsel of the Commission in which 
the General Counsel concludes that the Commission has the power and authority 
to execute the contract and that its provisions relating to Federal income tax are 
not in conflict with the requirements of Section 165.b, supra. 

It appears that without a contract such as this, the Atomic Energy Commission 
as an agency of the United States might be required to exercise its rights as a 
priority customer under the Tennessee Valley Authority Act (16 U. 8S. C. see. 
831, et seq.) and demand from the Tennessee Valley Authority the amount of 
power to be developed by the plant to be erected pursuant to the contract. This 
would seriously affect the present customers of TVA now receiving that power. 

1 have examined the contract and it is my opinion that the Atomic Energy 
Commission’s authority to execute it cannot be questioned and that none of its 
provisions offends section 165.b of the Atomic Energy Act of 1954. As to the 
first question, it will be noted that the contract states at page 2 that it is 
predicated on a proposal whereby the Mississippi Valley Generating Company 
(the Company) will construct and own a generating station of a stated net 
capability (approximately 650,000 kilowatts) and will furnish 600,000 kilowatts 
(even though one unit in the generating station may be out of service) to the 
Atomic Energy Commission (AEC), “or to the Tennessee Valley Authority 
(herein called TVA) for account of the AEC in replacement of power furnished 
by TVA to the AEC.” The contract further states in the last ‘“‘Whereas” clause 
on page 3 as now revised that it “is authorized by and executed pursuant to the 
Atomic Energy Act of 1954, for the purpose of providing electric utility service 
to the AEC, or to TVA in replacement of electric utility service furnished to 
the AEC by TVA, in connection with the construction or operation of the Proj 
ect.” Section 1.09 (Article I, Definitions) defines the term “Project” as follows: 

“Project shall mean the Oak Ridge installation, the Paducah installation, or 
the Portsmouth installation of the AEC or any other installation for which it 
may become lawful for the AEC to receive electric utility service under this 
contract.” 

Section 164 of the Atomic Energy Act of 1954 reads, so far as presently 
pertinent: 

“ELECTRIC UTILITY CONTRACTS.—The [Atomic Energy] Commission is author- 
ized in connection with the construction or operation of the Oak Ridge, Paducah, 
and Portsmouth installations of the Commission * * * to enter into new con- 
tracts * * * to provide for electric utility services for periods not exceeding 
twenty-five years, and such contracts shall be subject to termination by the 
Commission upon payment of cancellation costs as provided in such con- 
tracts * * *,. The authority of the Commission under this section to enter into 
new contracts or modify or confirm existing contracts to provide for electric 
utility services includes, in case such electric utility services are to be furnished 
to the Commission by the Tennessee Valley Authority, authority to contract with 
any person to furnish electric utility services to the Tennessee Valley Authority 
in replacement thereof. * * *” 

The conference report on the bill which became the Atomic Energy Act of 
1954 (H. R. 9757), explains that the last sentence in the above quotation was a 
Senate amendment and that it ‘authorized the Commission to enter into contracts 
to provide for replacement to the Tennessee Valley Authority of electric utility 
services furnished by TVA to the Commission in accordance with the basic 
authority * * *” (H. Rept. No. 2666, 83d Cong., 2d sess., p. 50). The “basic 
authority” referred to is that provided by section 164. Ibid. I have no doubt 
that the contract, which specifically states as its purpose the providing of electric 
utility services to the Commission, or to TVA for the account of the Commis- 
sion, in replacement of electric utility service furnished to the Commission by 
TVA in connection with the construction or operation of the Commission’s installa- 
tions at Oak Ridge, Paducah, or Portsmouth, is manifestly within the scope of 
the authority conferred upon the Commission by section 164. It may be noted 
that under the language of section 1.09 of the contract, defining the term “project,” 
it would be possible to extend the contract to installations of the Commission 
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other than those at Oak Ridge, Paducah, and Portsmouth should such extension 
become lawful on some future occasion. It is plain, however, that a provision 
for future extension of the contract cannot affect its validity under existing law. 

Section 165.b of the Atomic Energy Act of 1954 provides that “No contract 
entered into under the authority of this Act shall provide * * * for direct 
payment or direct reimbursement by the Commission of any Federal income 
taxes on behalf of any contractor performing such contract for profit.” The 
conference report on the measure states with respect to the foregoing that “It 
was the intention * * * to prohibit the direct payment of Federal income taxes 
to contractors of the Commission, but it was not the intention * * * to bar 
inclusion of such taxes in the computation or adjustment of the base rate or cost 
structure of the Commission contract” (H. Rept. No. 2666, supra, p. 50). I find 
nothing in the contract which, in my judgment, violates the prohibition of section 
165.b against direct payment or direct reimbursement by the Commission of 
Federal income taxes. 

The provisions of the contract which appear to me to be of possible relevance 
in the consideration of section 165.b appear in sections 4.01 (p. 11), 4.08 (p. 12), 
4.09 (p. 18), and 4.11 (p. 20). Section 4.01, in fixing the amount of the “Lase 
Capacity Charge” at $9,052,050 per year, states that such charge takes into 
account certain cost factors including “costs with respect to Federal income 
taxes.” All of these costs are said to he ‘‘described or referred to in appendix ¢ 
of the contract. That appendix discloses that in computing the costs included 
in the Base Capacity Charge the sum of $536,250 was assigned to the Federal 
income tax component of such costs, this on the basis of an assumed rate of 
return of 9 percent on an equity capital of $5,500,000, or $495,000, in respect of 
which the applicable tax rate, under existing law, would be 52 percent. The 
contract also shows in appendix C that the Company’s total investment is 
estimated at $107,250,000, and that the cost of the borrowed money portion 
thereof is figured at 5.487 percent, to take care of interest at 3%4 percent and 
the annual amortization charges. In this connection I am advised that it is 
anticipated that such amortization charges will be substantially offset by the 
annual charge for depreciation of the facilities. It would appear therefore 
that the Base Capacity Charge has been computed on the basis that the 
Company's net profit should not exceed 9 percent on its equity investment of 
$5,500,000. The provisions of section 4.01, in my judgment, do not conflict 
with the requirements of section 165.b, and they are clearly within the intention 
of Congress, as reflected in the conference report cited above, that it is appro- 
priate to include the factor of Federal income taxes in the computation of the 
base rate structn™ of the contract. It is clear, of course, that fixing the figure 
of $536,250 as tl ‘ederal income-tax component of the Base Capacity Charge 
does not suggest that the actual tax which the Company may be required to pay 
will necessarily be that amount. 

Nor can it be argued, in my opinion, that any of the provisions of the other 
sections referred to above offend the requirements of section 165.b. As has 
already been noted, the contract sets the Federal income-tax component of the 
base rate structure at $536,250 initially. Paragraph 2 of section 4.03 provides a 
formula for adjustment of this component to reflect such changes as may occur 
with respect to the estimated tax rates. Section 4.09 recites that the rate 
structure will be sufficient to permit the Company to retire its indebtedness, in 
which regard it was assumed that the Company will be able to obtain a Treasury 
ruling authorizing it to deduct depreciation on a sinking-fund basis. It is 
provided, however, that should such a ruling not be obtained, the parties will 
agree to revise the rate structure, so as to enable the Company to meet its debt 
retirement obligations. Finally, section 4.11 establishes as part of the base cost 
structure of the contract a replacement reserve: AEC is required to make pay- 
ments into this reserve of amounts which, after deduction of any Federal income 
taxes that may be assessed on such payments, will give the Company sufficient 
funds to enable it to make the replacements necessary to keep its facilities in 
“a dependable and efficient operating condition.” It is my opinion that none of 
these sections violates the requirements of section 165.h end that thev plainly 
comport with the intent of thac section, which, as has been poitted oui above, is 
to permit Federal income taxes to be included in the computation or adjust- 
ment of the base rate or cost structure of the contract. 

It should be expressly understood that this opinion does not consider in 
any manner questions which are within the jurisdiction of regulatory bodies, 
such as the Securities and Exchange Commission, the Federal Power Com- 
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mission and any state bodies, the approval of which may be required in accord- 
ance with the provisions of section 8.15 of the contract. 
Sincerely, 
HERBERT BROWNELL, Jr., 
Attorney General. 

Mr. Krerrr. I am sure we can also agree there is no word in that 
opinion with respect to Mr. Wenzell, can’t we, even without reading it ? 

Mr. McDowe ut. So far as I can recall, there is no mention of Mr. 
Wenzell in that opinion; that’s correct. 

Mr. Krrrre. So that when you say the question of the legality of 
the contract is irrelevant 

Mr. McDowe tt. That is not what I said. 

Mr. Keerre. Well, evidence with respect to illegality was irrelevant 
to your proceedings; you certainly can’t be relying on the opinion of 
the Attorney General, can you? 

Mr. McDowetut. When I said that evidence was irrelevant, I am 
relying on the fact that I think the legality of the contract is a legal 
matter. 

Mr. Keerrre. Precisely. 

Mr. McDowe tu. Can I finish my statement ? 

Mr. Keerre. Certainly. I thought you had finished. You dropped 
your voice, and I thought you had finished, Bob. I didn’t mean 
to interrupt you. 

Mr. McDowet. I can talk for 5 or 10 minutes on this. 

Mr. Keerre. Go right ahead. 


Mr. McDowett. I think the question, the legality of the contract, is 


purely a legal matter, as I tried to explain before here today, and not 


something which is susceptible of evidentiary proof or evidentiary 
type of material, and therefore I do not think that any evidence of the 
character suggested by you would be in any sense relevant to the 
question of legality of the contract. 

Senator Kerauver. We have been over that. 

Mr. McDowe tt. We sure have 

Senator Kerauver. The Comptroller General’s opinion and the 
Attorney General’s opinion—I have read them in the past. 

Assume that there is a contract or that is the basis of their opinion, 
that there is actually a replacement, and the point is that we do not 
feel that these contracts would stand up if the fact were proven that 
there was not a replacement, because then they wouldn’t fit the situ- 
tion and they wouldn’t fit the facts recited in the Attorney General’s 
and the Comptroller General’s opinions. 

Mr. Keeffe, do you have some other questions ? 

Mr. Kererre. And we feel also, of course, the evidence with respect 
to Mr. Wenzell, if it establishes that there has been a violation of 
424, would void the contract. 

Mr. McDowell, I want to ask you whether during the period prior 
to the institution of proceedings by the State of Tennessee, which I 
believe was about December 7 when they became a party to the equity 
proceeding, from a period April 9, 1954, which is the date of your 
first memorandum, and the date I believe when you said you first 
heard of the Dixon-Yates matter, have you had any conferences, in- 
formal or otherwise, with anyone during that period, other than are 
revealed in the memorandums that you have given us? 

Mr. McDowe tu. Yes, sir. 





828 POWER POLICY 


Mr. Krerre. Would you tell us what they were and when they were 
and with whom ? 

Mr. McDower1. Well, during this period of approximately over a 
year, year and a half since the Dixon- Yates matter came to my atten- 
tion, the Middle South companies have had 10 financings, T believe, 
and they have had 2 other proceedings before us, and the Southern 
system has had, I believe, 6 financings and perhaps some other mat- 
ters before us, xnd I have had numerous conferences with members 
of the management of the companies during that period with respect 
to those matters in some of which, no doubt, the Dixon- Yates matters 
or some aspects of them were discussed, and I am sure that during 
that period I have had many other conferences with members of the 
management of those companies over various problems pertaining to 
the Dixon- Yates proceedings. 

I couldn’t tell you precisely the number of conferences or dates 
or anything else, because, as I testified earlier today, and I believe 
2 days ago, it is the administrative practice of the Division, and has 
been since it was established way back at the beginning of the Hold- 
ing Company Act, to confer with managements of companies sub- 
ject to regulation by the Commission at their request, at anv time 
they make a request, and discuss their problems with them at such 
conferences. 

Mr. Keerrr. You mean, Mr. McDowell, after December 7, when 
the State of Tennessee was a party of record here, as well as before, 
that it has been your practice in contested cases to discuss the matter 
with one counsel in the absence of the other? 

Mr. McDowetx. No. Once the matter becomes in contest, we don’t 
‘arry on such discussions. 

Mr. Keerre. You did have a conference with Mr. Dixon here on 
May 13, which Mr. Armstrong has testified to. 

Mr. McDowet.. Now, let me see if I can try to answer that a little 
better. 

I believe at the time of that May 13 conference, it was a question of 
the determination of the timing of the hearings in the light of the 
appeal of the common stock financing to the court of appeals. I think 
there were some discussions with Mr. Dixon. 

Mr. Kerrre. Can you tell us what was said between you and Dixon; 
what you said to him and what he said to you? 

Mr. McDowet1. Well, he didn’t want to have the thing adjourned 
for the common stock appeal, but the staff felt very definitely that 
there should be an adjournment, and that was ultimately done. 

Mr. Kerrre. Adjournment of what? 

Mr. McDowe tu. Of the bond proceeding. He wanted the bond pro- 
ceeding, the hearing on the bond proceeding, to be carried out expedi- 
— and as soon as possible, but since we had a conflict between 
the bond proceeding and the argument in the court of appeals on the 
common stock proceeding, we on the staff were so hard-pressed by 
the work of all this that we didn’t see how we could handle both things 
at the same time, and for our own convenience we necessarily delayed 
the bond proceeding until the common stock proceeding was com- 

leted, because we had to write the brief in the court of appeals, and 
Mr. Timbers, of course, argued the case, and we just didn’t see how 
we could carry on both things at the same time. 
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We had some discussions with Mr. Dixon over that expedition, as I 
recall it. I also think we had some discussion with Mr. Volpe, as far 
as that goes. 

Mr. Timpers. I had many such discussions with Mr. Volpe, as well 
as Mr. James, during that period, just to throw all the cards on the 
table. 

Mr. Kerrrre. Were opposing counsel with Mr. Volpe when you had 
those discussions with him, Mr. Timbers ? 

Mr. Timbers. Yes; so far as I know, in connection with all of these 
proceedings, the discussions either were with other counsel present, 
or, if they weren’t, I immediately notified whichever side wasn’t there 
as to the substance of the conversation. 

It dealt largely, Mr. Keeffe, with the details relating to the argu- 
ment of the appeal and the related fixing of the date for the commence- 
ment of the debt-financing proceeding. 

And I might say that I was thoroughly in accord with Mr. Volpe’s 
desire not to get involved in the debt-financing proceeding before the 
Commission until the appeal had been finally argued in the court of 
appeals. 

As I remember, if my recollection bears me out correctly, the hear- 
ing before the hearing examiner on the debt-financing proceeding was 
scheduled to begin in the Commission on the very morning that the 
stock-financing appeal was argued in the court of appeals, and there 
was, I think, a formal notation made that the hearing was open, and 
then immediately adjourned, in order to accommodate all counsel 
upon the completion of the argument of the stock-financing appeal. 

Senator Keravuver. Mr. Timbers, think back, and you, too, Mr. 
McDowell. Did you ever talk with Mr. Volpe about this case, about 
what was going to be done in this case, unless other counsel were there 
at the same time when you were talking to Mr. Volpe? 

Mr. McDowe tt. Not to my recollection. 

Mr. Timpers. To the best of my recollection, my answer is the same 
as Mr. McDowell, except that I know that I talked to Mr. Volpe, for 
example, in the corridor outside of the court of appeals courtroom. 
[ also talked to Mr. James. I assure you that the gist of my conversa- 
tion with either one of them was immediately related to the other. 

Senator Krravver. You talked to Mr. Volpe here today. 

Mr. Tiweers. No. I was talking to him about the very matter you 
are now inquiring into, namely, the commencement of the debt- 
financing hearing. 

As I remember, Mr. Volpe was, in my opinion, very justifiably con- 
cerned because of his lack of manpower, getting involved in that debt- 
financing hearing while the court of appeals appeal in the stock- 
financing thing was proceeding. 

And I am sure I talked to him on the telephone about it, I have 
talked to him in my own office, I have talked to him over in the court- 
room, and in the court of appeals corridor. 

But I assure you I never talked to either him or Mr. James about 
anything that wasn’t properly transmitted to the other. And I think 
both of them knew within a very short time after I had talked to the 
other, the gist of what had gone on. It just happens to be my way of 
doing things in connection with litigation, and I wouldn’t think of 
doing it any other way. 
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Mr. McDowetu. Well, I think I may have had some similar conver- 
sations with Mr. Volpe. 

Senator Krerauver. Mr. McDowell, let’s get just what conferences 
you had with Mr. Dixon or his attorneys, or with the Atomic Eneregy 
Commission or with anybody else in any other agency of the Govern- 
ment relative to this Dixon-Yates, either equity financing or debt 
financing, after December 7, when the State of Tennessee intervened. 
You had this conference of May 13. 

Mr. McDoweE Lt. Yes. 

Senator Kerauver. With Mr. Dixon? 

Mr. McDowe tt. I believe at that time, Senator, in the debt pro- 
ceeding the State of Tennessee had not yet intervened. I have for- 
gotten the date of intervention, but it was immediately before the 
hearing. 

Senator Kerauver. But anyway the State of Tennessee was a 
party in the equity proceedings. Kverybody knew they were in the 
case then. 

Mr. McDoweE .. Yes. 

Senator Krrauver. In the whole case. 

Mr. McDowe Lu. Well, I am sure we had 

Senator Kerauver. What other conferences have you had? 

Mr. McDowe.u. We probably had a conference with the counsel 
for MVG on or about that May 13—is that the date? 

Mr. Keerre. That is the date Mr. Armstrong testified. 

Mr. McDowett. At which we discussed the kind of material we 
thought the company should include in its case for the purpose of 
complying with the statute, things such as various statistical tabu- 
lations, things of that character, but I am unable to recollect at the 
present time any specific thing of that nature. 

I know we had such a conversation with him before the equity pro- 
ceeding commenced at which we suggested they include a colored map 
in their evidence and include various statistical tabulations on return 
on equity capital, if the project cost more or less than the target figure, 
things of that character, which were ultimately introduced in evidence. 
That is usual in these proceedings. 

Senator Keravuver. Have you looked at your memorandum book to 
see what other conferences you may have had? 

Mr. McDowe tt. Yes. As I said before, I had a great many of them 
and I can’t recollect any of them specifically, sir. 

Senator Kerauver. Do you have any other memoranda of any con- 
ferences besides the ones you brought here? 

Mr. McDowE .. No, sir. 

Senator Krrauver. What talks, if any, have you had with Atomic 
Energy people or anybody in the Bureau of the Budget ? 

Mr. McDoweEL. So far as I can recollect, Senator, the only con- 
versation I had on Dixon-Yates with people in the Atomic Energy 
Commission was the August 3, 1954, conversation. 

I don’t believe I ever had any conversations with anyone at the 
Bureau of the Budget except to the extent that I believe the Bureau 
of the Budget may have been represented at that meeting in Mr. 
Rankin’s office, to which reference has already been made in the 
memorandum furnished. 

I went to Shippingport, Pa., with Mr. Demmler over the Labor 
Day weekend in 1954, at which time it is my understanding that he 
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had some conferences with Admiral Strauss relative to the Dixon- 
Yates matter, but I did not take part in those conferences. I think 
Mr. Demmler wanted me there in case some technical questions arose 
which he might want to consult with me about. 

But such questions arose apparently because I wasn’t so con- 
sulted. I did on that trip carry on some conversations with other 
members of the staff, members of the staff of the AEC, with respect to 
the possibility of amendment to section 2 of the Holding C ompany Act, 
with a view to alleviating the problems of atomic reactor gene rating 
companies from being obstructed to build, in the face of the act, but 
those certainly did not pertain to Dixon- Yates. 

Senator Krerauver. Anyway, Mr. Demmler certainly thought some 
matters might come up in his conferences with Admiral Strauss that 
you could inform him about, so he took you along on that trip? 

Mr. McDowetu. Yes, sir, that is my understanding. 

Senator Kerauver. And you knew as you went on the trip that there 
was an engagement to discuss the matter with Admiral Strauss? 

Mr. McDowett. That was my understanding. 

Senator Krrauver. Now, Mr. McDowell, you of course followed 
in the papers and by conversation with people i in Washington, where 
it was public information, that from the very inception of this Dixon- 
Yates matter it was hotly contested and bitterly fought all the way 
through. 

Mr. McDowe tt. I knew it was. 

Senator Krerauver. In Congress and everywhere ? 

Mr. McDowaett. I knew there was opposition. 

Senator Krravver. You knew that 1t was a hot subject and you 
knew there were many Members of Congress and others who were 
bitterly opposed and who had announced that they expected to fight 
the thing all the way through. You knew that ? 

Mr. McDowe tt. I had read the papers, yes. 

Senator Keravuver. That was your information even when you went 
over to the Atomic Energy Commission on your first meeting, was it 
not ¢ 

Mr. McDowett. Certainly I had read the debates before the Joint 
Committee in June which indicated that that would be the case, that 
it would be opposed to the extent it was legal to do so, I suppose. 

Senator Kerauver. And you knew that the Atomic Energy Com- 
mission and Dixon-Yates were going to be met at every turn with sub- 
stantial and vociferous opposition. You understood that, did you 
not ? 

Mr. McDowett. I don’t know how I could exactly understand it. I 
saw it. 

Senantor Kerauver. Well, you saw it. You knew that was taking 
place. 

Mr. McDowett. I had read the papers, sir. 

Senator Kerauver. And you knew that they appreciated the im- 
a e of having everything worked out in the best manner possible 
to defeat that opposition which was coming to the Dixon- Yates pro- 
posal at every turn? 

Mr. McDowenn. By “they” I assume you mean the company 
management ? 
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Senator Kerauver. The company management and the Atomic 
Energy Commission, the Bureau of the Budget, others who were 
interested. 

Mr. McDowe t. Certainly. 

Senator Kerauver. And that was the purpose of this first meeting 
over in the Atomic Energy Commission, to get things arranged so that 
everybody would understand what the problems were in connection 
with the Securities and Exchange Commission? 

Mr. McDow.E tt. So that everyone would understand what the prob- 
lems and issues would be under the Holding Company Act. 

Senator Keravuver. And you knew that it was their purpose to make 
a determined effort to get the financing approved before the Securities 
and Exchange Commission, and they “wanted to get the facts and the 
contract on a basis so that the Securities and E xchange Commission 
would be in a position to approve it ? 

Mr. McDowe .. To the extent of their ability to do so; yes, sir. By 
“they” I refer to the staff members of the Atomic Energy Commission. 

Senator Krrauver. All of the matters that affected the Securities 
and Exchange Commission, that is, where the plant was going to be 
located, the participation of Southern Co. and Mid-South Co., the 
percentage of ait and debt financing where the particular matters 
related to the Securities and Exchange Commission jurisdiction, all 
those things had taken place before the meeting over in the Atomic 
Energy Commission in October of 1954? 

Mr. McDower.t. You mean they had been generally worked out, sir? 

Senator Kerauver. Yes. 

Mr. Trmsers. October, Senator? 

Senator Kerauver. August 1954. 

Mr. McDowe tu. It is my understanding the general terms of the 
arrangements were known since they had been described to the Joint 
Committee in June, I believe, at their hearings at that time. 

Senator Keravuver. And since the final offer of the Dixon-Yates 
group had been made on April 10 and prior to that meeting the Presi- 
dent had ordered the acceptance of the agreement and the negotiation 
of the contract. 

Mr. McDowett. I don’t recall those precise dates, sir, but if you tell 
me that is true, I will accept it. 

Senator Krravver. So that from the Securities and Exchange view- 
point the die was cast as of the time; that is, insofar as these two 
provisions were concerned, 10 (c) (2) and also your rule about equity 
capital ? 

Mr. McDowetu. Well, I don’t think they necessarily had decided on 
the equity-debt ratio at that time. 

Senator Keravuver. The record shows that they had decided. The 
President had ordered it. 

Mr. McDowe tt. I don’t know. Certainly the contract had not been 
signed. It was still being negotiated. Some of its terms were cer 
ts ainly not worked out by ‘August 3 3, 1954. 

Senator Krravver. So that that meeting and the subsequent meet- 
ings that you have talked about prior to the time the proceedings 
actually came before the Securities and Exchange Commission were 
to advise them with reference to the Holding Company Act in con 
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nection with the situation that they had as to what kind of shape 
they would have to have it in to have the best chance of approval ? 

Mr. McDowe tt. Yes. 

Senator Kerauver. That is fair enough. 

Anything else, Mr. Keeffe? 

Mr. Keerre. I just want to be sure, Senator, prior to December 
you have told the Senator and me that you had no other vaiaeane 
that you can recollect with respect to the Dixon-Yates matter with 
the Atomic Energy Commission, Bureau of the Budget, the White 
House, or any other Government department. 

Mr. McDowrtu. The conferences I have had, to the best of my 
recollection, were those reflected by various memoranda which have 
been given to you. 

Mr. Kerrre. You have checked your diary ? 

Mr. McDowetu. Yes, I have. 

Mr. Kererre. Or whatever documents you have, and you have no 
record of any other conferences down to December 7? 

Mr. McDowe.t. That’s right. The only conferences with those 
agencies of Government. 

Mr. Kerrre. With any other agency of Government with respect 
to Dixon- Yates or with anyone else ? 

Mr. McDowrin. As I have said, I have had a great many con- 
ferences with members of management or representatives of Middle 
South and Southern. 

Senator Keravuver. And all those times, of course, Dixon- Yates—— 

Mr. McDowe:t. Yes. 

Mr. Kererre. After December 7 you had no other conferences that 
you have not told us about with these Government people ? 

Mr. McDowe tt. No, sir. 

Mr. Kerrre. And at the May 13 conference Mr. Armstrong testi- 
fied that Mr. Dixon, Mr. James, his lawyer, and you came into his 
office, and Mr. Dixon impressed upon him—that is Mr. Armstrong— 
the importance of procedural swiftness in handling the debt financing? 

Mr. McDowetu. That had to do with this problem of time, as : I 
mentioned before. 

Mr. Krerre. And that particular conference was a conference in the 
absence of counsel for the State of Tennessee ? 

Mr. McDowe tt, Yes; that’s right. 

Mr. Kererre. And one you did not communicate to them ? 

Mr. McDowe i. Well, they were not yet a party to the debt-financ- 
ing proceeding at the time, to the best of my recollection. Mr. Volpe 
agrees with me on that. 

Senator Kerauver. Mr. McDowell and Mr. Timbers, let me ask you 
this: Ordinarily these cases are heard before examiners, are they not? 

Mr. McDowetu. Yes, sir. 

Senator Kerauver. In a contested case of this sort, is it customary 
for the Commission to set en bane ? 

Mr. McDowe tu. No, sir. 

Senator Krrauver. Was it every done before that you know of in 
contested cases 4 

Mr. Trmerrs. I don’t know of any prior instance. Frankly, I have 
heard conflicting opinions on that. 


I believe there is a statement somewhere, possibly in this record, 
that the Commission has sat en bane before. 





834 POWER POLICY 


Senator Keravver. . But you don’t know of any ? 

Mr. 'Trmpers. I don’t know of any. 

Senator Kerauver. Who suggested that they sit en banc this time? 

Mr. McDowe i. Might I add something to what Mr. Timbers has 
said? ‘There are cases where a single Commissioner has sat as the 
examiner, but I, for one, don’t know of any other case where the Com- 
mission sat en banc on a proceeding. 

Senator Keravuver. Where the Commission sits with all the mem- 
bers to hear the evidence and decide the case without having an exam- 
iner or Commissioner act as an examiner ? 

Mr. McDowe t. That is correct. 

Senator Kerauver. Who suggested it in this case? 

Mr. McDowe t. I can’t recollect, sir. 

Senator Krerauver. Where did your first information come from ? 

Mr. McDowe tz. I may have suggested it, Mr. Demmler may have 
suggested it. It is one of those things I can’t pinpoint where the sug- 
gestion arose. Certainly it was something that was discussed widely 
between the staff and the Commission from time to time. 

Senator Krerauver. Why the big exception in this case? 

Mr. McDowett. Well, because I think fundamentally, sir, because 
of the letter which had been delivered simultaneously with the con- 
tract which provided that if the regulatory approval with respect to 
the common-stock financing was not approved by February 15, 1955, 
either the Government or MVG could cancel the contract without 
liability, and the Commission realized that it ought to carry out its 
function before February 15, 1955, so that the thing would not be a 
meaningless gesture. 

And in order to do that, it felt the best way to do it was to sit en 
banc, because that would not only assure complete fairness i in holding 
a hearing and the lack of necessity of reviewing examiners’ determina- 
tions on the rules of evider nee, but also would short-cut the posthearing 
procedure and eliminate any need or eliminate the possibility of a 
request for a hearing examiner’s report, which would have taken 
longer as a matter of posthearing procedure to carry out than the pro- 
cedure used where the Commission sat en bane. 

I might say the question of the Commission sitting en banc is some- 
thing w which we obviously reviewed from a legal standpoint as best we 
were able to, and advised the Commission. I think the general counsel 
gave advice to the Commission with respect to legality of sitting 
en bane, the efiect of possible absence of one Commissioner during the 
hearings due to sickness or other reasons, and things of that character. 
It was ‘something that was gone into quite carefully. 

Senator Krrauver. Who asked you to sit en banc? 

Mr. McDowe tt. I don’t know. 

Senator Kerauver. Mr. Timbers, do you know? 

Mr. Trmeers. I assume you mean who asked the Commission to sit 
en banc? 

Senator Kerauver. Who asked the Commission to sit en banc? 

Mr. Timprrs. To the best of my knowledge, Mr. Chairman, the idea 
was initiated by the Commission itself. The first suggestion I heard 
of it was either from the Chairman or from the entire Commission at 
the Commission table, when I was asked as General Counsel, to look 
into the matter as to the propriety of sitting en banc in this proceeding. 
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One consideration I might say that I don’t think Mr. en 
mentioned that was almost controlling in my observation, was the 
necessity of obtaining Commission rulings on objections, na antici- 
pating there would be many objections made, as the record in fact 
shows there were. 

Those objections were made before the hearing examiner, and if 
they desired an appeal to the Commission from the he: ring examiner’s 
ruling, they could obtain it. And that procedure would have taken 
many, many months to conclude the hearing. 

This was, in our judgment, an orderly, expeditious way to preserve. 
the rights of all parties to the proceeding in the most economical pos- 
sible way. 

Senator Kerauver. Mr. Timbers, whom did you talk with in other 
departments relative to sitting en banc? 

Mr. Timbers. I talked to no one other than members of the Com- 
mission, members of the staff of the Commission. By “the Commis- 
sion” I mean the Securities and Exchange Commission. 

Senator Kerauver. The main thing, as Mr. McDowell said, was that 
you had a February 8 deadline. 

Mr. McDowet. February 15. In that memorandum we gave you 
they were talking about February 8. 

Senator Kerauver. Well, Mr. McDowell, do you think 

Mr. McDowery. Can I complete my statement on that? They were 
talking about February 8 at that time. 

The reason I was present at that conference was to advise whether 
February 8 was a feasible date; I mean, was there any possibility of 
having a Commission proceeding carried forward between the time 
of filing an application and February 8. 

I simply expressed the opinion there I thought it would be very 
difficult. to complete a proc eeding by that time, and urged them to 
try to fix a later date, if they had to fix a deadline date, because I 
thought the Commission would have trouble having a proceeding in 
that limited period, and they did, as a result, I hope, partly because 
of my urging. The letter delivered showed the date of February 15. 

Mr. Krerrr. The conference of November 7, 1954, that you had with 
Mr. Brownell, Mr. Mitchell, Mr. Fred Ford, Mr. Ulman, assistant 
to Mr. Rankin 

Mr. McDowetu. That is correct. 

Senator Kerauver. Anyway, you gentlemen agree that the main 
reason why this longstanding prec edent of having hearings before 
an examiner or one Commissioner sitting as an examiner was to meet 
this deadline of February 8 or F ebruary 15, whatever it was? 

Mr. McDowet. It was to make it possible to have some possibility 
at least that the hearings would be completed, and the posthearing 
procedure would be completed by that date. 

Senator Krerauver. Gentlemen, doesn’t that bring up a very serious 
matter? Do you think the Atomic Energy Commission or some other 
agency of the Government ought to be “able to make the Securities 
and Exchange knuckle under and change its customary procedure in 
order to meet some deadline that that agency had in its mind? 

Mr. Trmpers. I don’t think there is the slightest suggestion that the 
Atomic Energy Commission or anyone else outside of the Commission 
suggested that the Commission should knuckle under. 
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We were presented with an application, one of the terms of which 
was approval on or before February 15. It seemed to us that it was 
incumbent upon us in the spirit of the administrative procedure, which 
is elastic and is designed to achieve justice, to give effect in a practic: ul 
way to the ancient and elemental principle ‘that justice delayed is 
justice denied. I think that is what it boils down to. 

Senator Krrauver. In other words, while you are not knuckling 
under, by virtue of the fact that they fixed a February 8 or 15 de: 1d- 
line, you, in order to accommodate the result they wanted, did have 
to change your procedure. 

Mr. Tiupers. Application was presented to us for action one way 
or the other, denial or approval, and approval after the date would 
be tantamount to denial of the application. 

Senator Keravver. And you had a conference which Mr. McDowell 
attended—I don’t believe you, Mr. Timbers, were there—with refer- 
ence to pushing things along so as to meet. this date that had been 
given to you by the Atomic Ener gy Commission. 

Did they consult with you about fixing the date, Mr. McDowell? 

Mr. Mc Dower. At that conference the question whether the Com- 
mission would or would not sit en bane was never mentioned at all. 
They simply wanted to know how long it took one of these application- 
declaration proceedings to w end its way through the Securities and 
Exchange Commission, and their sole purpose in having me there was 
to find out to the best of my ability to tell them how long one of these 
proceedings normally took. 

If this proceeding was going to take 6 months, it was academic 
that they should be thinking in terms of a February date. 

Mr. Keerre. Let me read this paragraph out of exhibit 101 with 


respect to the conference you had that day with Mr. Brownell and 
Mr. Mitchell: 


We also discussed the impact of the February 8, 1955, date on the filings and 
approval necessary under the Holding Company Act, and whether this date was 
entirely unrealistic so far as the SEC was concerned. I urged that a later date 
would seem more practical, but was advised that February 8, 1955, was the 
latest date acceptable to the company, which was demanding that the letter be 
delivered and signed by the parties as a condition to signing the contract. 

Senator Krrauver. Do you customarily let a company fix the time 
limit in which you have to render your decision ? 

Mr. McDowe .u. No, sir. 

Senator Kreravver. That is apparently what you found they were 
doing here, isn’t it ? 

Mr. Timprrs. Senator, I am sure yvou-—— 

Senator Krrauver. That is asked of Mr. McDowell. You found 
here that Dixon-Yates is fixing a time limit and you adjusted your- 
self to them ? 

Mr. McDowet. I told them I thought the time limit was pretty 
rough, Senator. 

Senator Keravver. In the course of that time limit you changed 
your procedure in a very unprecedented way ? 

Mr. McDowetx. I did not change the procedure, sir. 

Senator Krrauver. Anyway, the Commission changed the pro- 
cedure, and that was in an unprecedented way, was it not ? 

Mr. McDowe tt. Certainly I cannot remember any other case where 
the Commission sat en banc, but I say to you that certainly the ad- 
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judicatory body itself should be best able to sit on these hearings, since 
it supervises the hearings anyway, and presumably should be able to 
give justice to the parties as well or better than if the hearing examiner 
sat. 

Mr. Trainers. Senator, I am informed by my associate, Mr. Ferber, 
that relatively recently, within the last couple of years, the Commis- 
sion did sit en bane in a broker-dealer revocation proceeding. 

May I make a further observation that perhaps is unnecessary, 
because Tam sure the chairman and members of the committee appre- 
ciate that by the very nature of the functions that our Commission 
has to per form under all six statutes that we administer, deadlines are 
of first importance. 

In financing oper —- they are perhaps the most critical factors 
ve have to deal with. A deadline here was nothing unusual, and I 
think I have indicated before it was distinctly in the public interest 
to adjust the elastic administrative process by which we are expected 
by Congress to administer the statutes, so as to comply with a deadline 

t has been written into a contract between the United States Gov- 
“au and registered holding companies. 

Senator Krrauver. Mr. McDowell, I want to ask you what you 
me ant in one of your memorandums. You said in one of your memo- 
randums, “He’—meaning General Vogel—‘will become a Director 
and Chairman of the Board on Saturday, September 1, 1954. After 
that Mr. Dixon hopes that the position of the TVA Board will be 
clear.” 

What does that “clear” mean ? 

Ir. McDowett. As 1 understood it, prior to that time, Mr. Dixon 
and the AEC had been unable to get any cooperation from the TVA 
nowt with respect to the power contract and matters related to it, 

v had been unable to sit down in conferences with representatives 
of f the TVA and discuss their problems, and they were hopeful that 
“ fter General Vogel was approved as Chairman of the TVA, the TVA 
would at least sit down with them and engage in discussions on the 
problems which erew out of it. 

Senator Kerauver. And sign a contract ? 

Mr. McDowexn. I mean it was just—all I am doing here is reflect- 
ing something which Mr. Dixon told to me. I certainly have no per- 
sonal knowledge of those matters and no knowledge of what the TVA 
Board as it Was previously constituted would or would not do. 

Senator Kerauver. The reason I ask that is this indicates quite 
clearly that you knew the exact date that Mr. Vogel, General Vogel, 
Was going to go on. 

Mr. McDowe tt. I looked that up, sir, 1 remember afterward, after 
the conference. 

Senator Keravver. And up to that time they had not been able to 
vet a contract, but he was going on September 1, 1954, and that Mr. 
Dixon hopes the position of the TVA would be clear, in other words, if 
they could get together on a contract. 

Mr. McDowe.t. Not necessarily get together on a contract, but at 
least get together for the purpose of disc ussing the possibility of a 
contract, which I believe up to that time they had not been able to do. 

Senator Kerauver. All of which shows that you knew from Mr. 
Dixon that there was no replacement contract when this matter in the 
equity proceeding was before you ? 


| 





838 POWER POLICY 


Mr. McDowetu. Again I say to you that is a legal conclusion with 
which I don’t agree. I don’t think that that is the replacement 
contract. 

Senator Krerauver.’ Anyway, you knew that because he had told 
you! 

Mr. McDowe tt. I certainly knew there was no contract between 
AEC and TVA with respect to what I call the MVG power contract. 

Senator Keravuver. All right, that is all at the present time. We 
may have to have you back some other time, Mr. McDowell, if some- 
thing else comes up. 

Mr. McDow.E tt. I will be glad to do so, sir. 

Senator Kerauver. Mr. Timbers, I think probably it might be just 
as well, we are going to have Mr. Demmler here, I believe it would be 
just as well to have Mr. Armstrong come back at the time Mr. 
Demmler comes back, and see if we cannot dispose of both their testi- 
mony together. There are a few remaining questions we wanted to 
ask Mr. Armstrong, but perhaps Mr. Demmler’s answer would prevent 
a repetition of some of the testimony. 

Mr. Keerre. Shall! we also invite Mr. McDowell? 

Senator Kerauver. We will be glad to have Mr. McDowell. I think 
it might be well for you to come. 

We stand in recess now until Monday at 2 p. m., at which time Mr. 
Dixon and Mr. Canaday will be here. 

(Whereupon, at 5:15 p. m., the subcommittee adjourned, to re- 
convene on Monday, July 31, 1955, at 2 p. m.) 
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MONDAY, AUGUST 1, 1955 


Unrrep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 2: 15 p. m., in room 457, 
Senate Office Building, Senator Estes Kefauver presiding. 

Present : Senators Kefauver (presiding), O’Mahoney, and Langer. 

Also present: Arthur John Keeffe, assistant counsel, and George E. 
Clifford, assistant counsel. 

Senator Kerauver. The committee will come to order. 

Before we proceed with Mr. Dixon, I have discussed the matter of a 
letter that we received on Friday, I believe it was, or anyway it was 
put into the record last Friday, from the White House, Mr. Sherman 
Adams, the assistant to the President. 

Since discussing the matter with the other members of the com- 
mittee, I did want to state the committee’s position about this. 

The letter simply says: 

THE WHITE House, 
THE ASSISTANT TO THE PRESIDENT, 
July 26. 

DEAR SENATOR KEFAUVER: In reply to your letter of July 21, replying to my 
letter of the same date, in my letter I made my position clear, and that position 
has not changed. 

Sincerely, 
SHERMAN ADAMS. 

The letter was put into the record on Friday, I believe. I am 
authorized to say that the committee is disappointed with the position 
of the President and of Mr. Adams in not having Mr. Adams come 
here and testify. 

It will be remembered that in the first letter and also the letter asking 
reconsideration, it was set forth in considerable detail what it was the 
committee wanted Mr. Adams to give information about, not only what 
advice he had given Mr. Armstrong, the Chairman of the SEC, with 
reference to what testimony he should give to this committee, but other 
specific questions were asked in the letter suggesting reconsideration. 

Inasmuch as we have now been refused any testimony or informa- 
tion from Mr. Adams, I think it should be pointed out that Mr. Adams, 
if he is not willing to come and testify, if the President was not willing 
to have him testify, he could at the very least have given the committee 
a letter or some information with reference to the questions under 
consideration of which he, Mr. Adams, has particular information and 
which he refuses to divulge. 
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» We can only reach the conclusion from his refusal to testify and 
from his refusal to give us a letter setting forth such information as he 
has, that he has importat information about this matter which he 
and the President do not want this committee and the public to have. 

It is with reluctance that we reach that conclusion, but that is the 
inevitable conclusion. 

It should be pointed out that the President, in his press conference 
of July 27, stated, and I have it here in the W ashington Evening Star, 
an article by Mr. Horner, he stated that Mr. Dodge was coming up and 
was going to tell fully ev erything he knew. 

Mr. Dodge is also an assistant to the President, as I understand. 
It is very confusing to understand why one assitsant to the President 

can come and testify, but when it is shown that another assistant, to 
wit, Mr. Adams, has important information, the President can refuse 
to allow him to give that information, w hich places us in the position, 
in the face of these claimed privileges, "of having to get such facts as we 
‘an the hard way. 

That would be a very easy way if the administration would let its 
witnesses testify and would give us the documents and information we 
want. This committee and the public could have the facts quickly. 
As it now stands, we are denied that privilege. We will have to do 
the best we can. 

Mr. Dixon, we are glad to see you here today, and I know Senator 
Langer is glad to see you and Mr. James. On July 1 and 2 of last year, 
Mr. James, I believe it w as, you were around with us for several days. 

Mr. James. Yes; and I think subsequently a few days, but it has 
been quite a while. 

ag Dixon. Senator, may I present my associate, Mr. Canaday ? 
Mr. Canaday comes from Henry County, Tenn., and went to the Uni- 
versity of ‘Tennessee back in the Dark Ages, I believe. 

Mr. Canapay. Yes, sir, the same age as you did, sir. 

Senator Kreravuver. Well, as a matter of fact, mine were a little 
darker, 2 years further back than yours, I believe. I believe you 
graduated from the University of Tennessee in 1926? 

Mr. Canapay. That is correct . 

Senator Keravver. And you started working for the East Tennes- 
see Power & Light Co. after graduation. 

Mr. Canavay. Knoxville Power & Light Co. 

Senator Krrauver. And you joined Mr. Dixon. 

Mr. Canapay. Some years later. 

Mr. James. Senator, might the record show that Mr. Dixon and Mr. 
Canaday are appearing here at the invitation of the committee and 
without subpena. They are here voluntarily and I would just like 
to have the record show that. 

Senator Kerauver. That is correct, isn’t it, Mr. Keeffe? 

Mr. Kerrrr. That is absolutely correct. I am delighted to have the 
record show it. 

Senator Keravuver. I have a statement. I have asked that one be 
given to Mr. James and Mr. Dixon, which I thought might be useful 
in focusing some of the points th: at we want to ask Mr. Dixon about 
today, and | all of these points brought out in this statement, Mr. Dixon, 
we will want to ask you about. 

After I read the statement, we will want to go back to the beginning 
and, of course, get your poistion and some preliminaries about this 
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matter. Then we will get to the particular inquiries contained in this 
statement. 

Mr. Dixon. If I may, sir, I had anticipated the questioning would 
be about this general eae t, and I have a statement that I would like 
to present at the same time, if I might have that privilege. 

Senator Keravuver. Do you want to present yours first or mine first ? 

Mr. Dixon. No, let’s start with yours. 

Senator Krrauver. We resume our hearings today regarding the 
Dixon- Yates matter, particularly the Securities and Exchange Com- 
mission aspects of the case and the role of Adolphe Wenzell and the 
First Boston Corp. in the development and consummation of the 
Dixon- Yates deal. Our witness today is Mr. Edgar Dixon, president 
of Middle South Utilities, Inc., and of Mississippi Valley Generating 
Co., and Mr. Paul Canaday, a vice president or an officer of one or both 
of these companies. 

Mr. Dixon. He is vice president of both of those companies. 

Senator Keravver. MVGC is the newly organized company with 
which the Atomic Energy Commission entered into a contract for con- 
struction of a plant at West Memphis, Ark., to supply the power re- 
quirements of the city of Memphis. 

We have called Mr. Dixon because there are a number of matters on 
which his testimony is necessary. Within the past week or so, we were 
furnished various memoranda ‘by the Securities and Exchange Com- 
mission which, among other things, summarized discussions between 
SEC representatives and Mr. Dixon and others at informal confer- 
ences held prior to the opening of the equity case before the Securities 
and Exchange Commission. In addition, we have had Mr. Arm- 
strong’s testimony about a meeting held on May 15, 1955, just before 
the debt case started, at which time Mr. Dixon and his counsel Mr. 
James talked to the Chairman of the Securities and Exchange Com- 
mission about the urgency of approval of the debt financing. 

These various memoranda also include other important matters on 
which Mr. Dixon seems to have had some personal knowledge; namely, 
the difficulties encountered by the Atomic Energy Commission in its 
early negotiations with the Tennessee Valley Authority and the fact 
that Mr. Dixon had been told or understood that these difliculties 
would apparently be cleared up when General Vogel, the new ap- 
pointee to the Tennessee Valley Authority, took office on September 1, 
1954. And then of course there is the statement in one of Mr. Me- 
Dowell’s memoranda that Mr. Dixon told him that under no cireum- 
stances would the Mississippi Valley Generating Co. build a transmis- 
sion line into the State of ‘Tennessee and thereby become subject to the 
laws of that State. 

But perhaps the most significant thing as to which Mr. Dixon’s testi- 
mony is required is the whole subject of the role of Adolphe Wenzell 
and the glaring conflicts in the testimony of Mr. Wenzell before this 
committee and the testimony of Mr. Dixon before the Securities and 
Exchange Commission. Testimony before the Securities and Ex- 
change Commission by Mr. Duncan Linsley, a vice president of the 
First Boston Corp., and by Mr. Wenzell is that most, if not all, of the 
dealing Mr. Dixon had with the F irst Boston Corp. during the period 
prec eding the proposal of February 25, 1954, and the proposal of April 
10, 1954, were with Mr. Wenzell. Mr. Wenzell has testified to numer- 
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ous meetings and conferences with Mr. Dixon and other representa- 
tives of his group. Mr. Wenzell has testified that he prepared the draft 
opinion of the First Boston Corp. which provided the advice on which 
the February 25 proposal was made, that is, the advice as to financing. 

Mr. Wenzell testified that he reviewed the February 25 proposal 
and that he reviewed the April 10 proposal. We also know now from 
the testimony of the present General Manager of the Atomic Energy 
Commission, Mr. Fields, that on April 3, 1954, General Nichols, who 
was then General Manager of the Atomic Energy Commission, sug- 
gested to Mr. Wenzell that he talk to the Dixon-Yates people to 
have them come in with a better proposal. 

In addition to Mr. Wenzell‘s testimony, there is Mr. Linsley’s testi- 
mony before the Securities and Exchange Commission on June 16. 
Mr. Linsley testified that he was quite sure that he knew nothing 
about the Dixon-Yates matter in February 1954, and that it was 
likely that he first heard about it some time in March or perhaps 
early April. Now that testimony fits with Mr. Wenzell’s statements 
because, it will be recalled, Mr. Wenzell said that during that period 
he was the “mouthpiece” for the First Boston Corp. There are many 
questions troubling us about the testimony of Mr. Dixon gave in 
December 1954, before the Securities and Exchange Commission with 
respect to the First Boston Corp. 

At page 1074 of the transcript of that proceeding, counsel for the 
State of Tennessee was discussing with Mr. Dixon a memorandum 
dated March 2, 1954, which had been prepared by Mr. Yates for his 
board of directors and which contained a statement at the very end 
concerning advice received from the First Boston Corp. with respect 
to financing. 

This is, in so many words, the First Boston Corp. advised that they 
could sell the bonds at a certain rate of interest. 

At that point Mr. Dixon was asked: “Will you tell us when you 
talked to them?”—that is, the First Boston Corp. Answer: “This 
of course relates to the proposal made on February 25 and I had 
talked with the First Boston Corp. I think prior to filing that pro- 
posal—shortly prior.” Another question and answer, Mr. Dixon was 
asked: “And with whom?” Answer: “Either directly or indirectly 
with Mr. Duncan Linsley. It was his advice I was relying on.” Mr. 
Dixon was then asked: “Could you describe to us the nature of the 
conversation vou had with Mr. Linsley—is that his name?” Answer: 
“Tinsley. With respect to the February 25 proposal.” Question: 
“With respect to the proposal that was going to be made to the Atomic 
Energy Commission?” At this point Mr. Freedman, a member of 
Mr. McDowell’s staff, objected, and the objection was sustained by 
Mr. Demmler. 

T think we should put in parentheses after McDowell 

Mr. Keerre. Director of the Division of Corporate Regulation, 
Securities and Exchange Commission. 

Senator Keravver. Later at page 1076, Mr. Dixon was given an- 
other opportunity to consider whether his conversation had been 
with Mr. Linsley or not because he was asked this question: 

Will you describe for us the circumstances under which you first discussed 


with Mr. Linsley the matter of financing a proposal to the Atomic Energy Com- 
mission for the construction of additional generating capacity? 








POWER POLICY 843 


Mr. Dixon answered: 


My first discussions were very general in nature. The First Boston Corp. are 
acknowledged financial experts. They had had experience in the OVEC financ- 


ing. I knew they had participated in that financing and I valued their advice, 
et cetera. 


And the next question was: 
Will you try to fix a time? 
And Mr. Dixon answered: 


I would say it was shortly prior to the filing of our February 25 proposal 
when we first had the contract. 

In the light of the testimony which was later obtained before the 
Securities and Exchange Commission from Mr. Linsley, Mr. Wenzell, 
and Mr. Miller, and which has been further developed before this 
committee, Mr. Dixon’s testimony, which I have just referred to, 
is conflicting in many important respects. At the time Mr. Dixon 
gave this testimony, the State of Tennessee had a memorandum, the 
Seal memorandum of March 3, 1954, which Mr. James, the attorney 
for Dixon- Yates, had turned over to counsel for the State of Tennes- 
see or to the committee—which contained the name Wenzell, nothing 
more, just “Mr. Wenzell.” But Mr. Dixon’s testimony provided no 
clue as to Mr. Wenzell. His name was not mentioned. When one 
considers Mr. Dixon’s testimony in the light of subsequent testimony, 
it must be clear why we have been anxious to have Mr. Dixon appear 
in order that we might try to resolve these conflicts of testimony. 

Gentlemen, it is customary for all witnesses before this committee 
to be sworn. 

Do you solemnly swear the testimony you give will be the whole 
truth, so help you God? 

Mr. Drxon. I do. 

Mr. Canapay. I do. 


Senator Kerauver. Now, Mr. Dixon, you havea statement you wish 
to read. 


TESTIMONY OF EDGAR H. DIXON, PRESIDENT, MIDDLE SOUTH 
UTILITIES, INC., AND OF MISSISSIPPI VALLEY GENERATING CO., 
ACCOMPANIED BY PAUL 0. CANADAY, VICE PRESIDENT, MIDDLE 
SOUTH UTILITIES, INC., AND OF MISSISSIPPI VALLEY GENERAT- 


ING CO.; AND DANIEL JAMES, OF THE FIRM OF CAHILL, GORDON, 
REINDEL & OHL 


Mr. Drxon. Yes, sir; I do, and I have some extra copies. 

Senator Krrauver. We were informed the other day that some 
members of the press had a hard time hearing what both the committee 
members and the witnesses said, so I hope we can all lift our voices. 

All right, Mr. Dixon. 

Mr. Drxon. I understand that my testimony is desired with respect 
to any activity of Mr. Adolphe H. Wenzell in connection with the 
proposal made by Middle South Utilities, Inc., and the Southern 
Co. on the basis of which the so-called Dixon-Yates power contract 
was negotiated. It is a well-established fact that we entered into this 
transaction solely as a consequence of a directive by the President 
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of the United States to the Atomic Energy Commission to explore 
the possibility of securing an added source of electric power. 

I have known of Mr. Wenzell casually for a number of years. I had 
no knowledge of his connection with the Bureau of the Budget prior 
to the occasion of a meeting held at the AEC on January 20, 1954. 
I first learned of the existence of his report involving TVA when the 
conclusions of the report were made public in July of this year. I 
have yet to read the report. Obviously it could have had no bearing 
on the preparation of our proposals or our subsequent contract 
negotiations. 

The so-called Dixon- Yates proposals were prepared by officials of 
the two sponsoring companies working with lawyers, engineers, and 
other technicians regularly retained or employed by them. Neither 
Mr. Wenzell nor any other representative of the First Boston C orp. 
was consulted with reference to form, content, or policy determina- 
tions of either proposal. 

An important component in our proposals was the estimated cost 
of money. ‘This should not be confused with the plan of financing. 
There was no plan until May 1954. Cost of money in general was 
discussed informally with Mr. Wenzell from time to time as a means 
of checking our own informed judgment. Mr. Wenzell was asked 
to check the subject with officials of First Boston and did so. We 
relied on their opinion when we submitted our proposals and subse- 
quently asked for and received a letter from First Boston under 
date of April 14, 1954. A copy of this letter was delivered to this 
subcommittee over a year ago, and presumably is still in its files. 

Prior to the receipt by us of this letter, there was no agreement, 
formal, informal, or implied, that we would employ First Boston. 
Seeking and receiving information of this character is a common 
practice in financial circles. 

First Boston and Lehman Bros. were subsequently retained to 
assist Middle South Utilities and the Southern Co. in formulating a 
financing plan for a new company (Mississippi Valley Generating 
Co.) and arranging for the sale of notes and mortgage bonds. First 
Boston was retained because it had been financial agent for Ohio 
Valley Electric Corp. and was familiar with problems involving high 
debt ratio capitalizations. The financing plans for Mississippi Valley 
were not for the sale of securities to the Government or for any other 
transactions with the Government or any governmental agency. 
Those financing plans had to do only with the issuance and sale of 
securities by Mississippi Valley, a private corporation, and the pur- 
chase of such securities by insurance companies and banks. The serv- 
ices of First Boston and Lehman Bros. were solely in connection with 
these transactions between nongovernmental institutions. Neither 
firm is to receive a fee for its services. 

The questions raised by this subcommittee have concentrated on 
activities during the early months of 1954. ‘There was no power con- 
tract with the AEC until November 11, 1954. The fact is that we had 
no expression from the Government of its willingness to enter into 
negotiations looking to such a contract until June 30, 1954. Neither 
Mr. Wenzell nor any other representative of First Boston ever, at 
any time, sat in a single one of the long and arduous negotiating 
meetings. None of them was ever, at any time, consulted by Mis- 
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sissippi Valley or its representatives with respect to the power con- 
tract or its negotiation. 

So there will be no confusion whatever, Senator, page 2, the two 
paragraphs should be read in context. 

By “policy determinations” we excluded overall cost of money, 
which is dealt with in the succeeding paragraph. 

Obviously, cost of money was an important component. That is 
why we dealt with it separately. 

Senator Krerauver. You amend your statement by putting in “over- 
all cost” ? 


Mr. Dixon. Surely. Why don’t we put at the end of “either pro- 


posal” the words “except as to overall cost of money.” Will that 
do it? 


Senator Kerauver. All right, you amend it any way you wish. 


Mr. James. Senator, may I interrupt for just one moment. So that 
the record will be clear, the third paragraph of Mr. Dixon’s statement 
then is to be amended, as I understand it, by adding at the extreme 
end of it after the words “determinations of either proposal” the 


words “except as to overall cost of money.” 
Senator Lancer. What page is that on, Mr. James? 
That would be on page 2 of this written statement, 


Mr. JAMES. ’ 
Senator. 

Senator O’Manoney. Mr. Chairman, may I 
added there ¢ 

Senator Krrauver. “Except as to overall cost of money.” 

Senator O’Manonry. What does that “overall cost of money” mean ? 

Senator Kerauver. I don’t know. We will have to get to that after 

while. 

Senator Lancer. Mr. Wenzell will tell you about it. 

Senator Krravver. We will ask Mr. Dixon about that. 

Mr. Dixon, will you tell us, without asking specific questions, 
when you got into the electric power business or the electrical power 
holding company business, what your experience 
connections are? 

Mr. Dixon. I will be delighted to, Senator. T was graduated from 
‘: 


high school in 1922, and I immedi: itely joined F lectrie Bond & Share 
Co. as a very lowly office boy. By 
treasurer 


ask what has been 


is, what your 


, 1935 I had become secretary and 
of Electric Power & Lisi Corp., at the time when that 
corporation was separately oflicered and staffed. I was also seere- 
tary and treasurer of United Gas Corp., a subsidiary of Electric 
Power & Light Corp. at that time. 

In 1944, I think about November, I was made executive vice presi- 
dent of both companies. In 1949, upon the creation of Middle South 
Utilities, pursuant to appropriate action by the Securities and Ex- 
change Commission, I became president of Middle South Utilities. 

I severed my connections with United Gas Corp. 1 might say, sir, 
I became president of Electric Power & a Corp. in 1944 also. 

Senator O’Manoney. Mr. Chairman, may I ask a question at this 
point ? 

Senator Krerauver. Senator O’Mahoney. 

Senator O’Manonry. You joined Electric Bond & Share as an 
office boy ? 

Mr. Dixon. Yes, sir. 
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Senator O’Mauonry. When was that? 

Mr. Drxon. In 1922. 

Senator O’Manonry. How long did you remain an office boy? 

Mr. Dixon. It seemed like I was a clerk forever. I rose up the 
Jadder rather slowly, sir. I worked through their financial depart- 
ments, and in those days it was pretty hard to tell from the paycheck 
whether you were an oflice boy or a junior clerk. It was a gradual 

Senator O’Manonry. At the time that the Securities and Exchange 
Act was passed, were you still employed by them ¢ . 

Mr. Drxon. That was passed, was it not, in 1933 or 1934? 

Senator O’Manonry. Yes. 

Mr. Drxon. At that time I was with the Electric Bond & Share 
Co. 

Senator O’Manoney. In what capacity ? 

Mr. Drxon. I was the senior financial clerk in their treasury de- 
partment, and I was an assistant treasurer of a number of the operat- 
ing subsidiary companies. I was not an officer of Electric Bond & 
Share Co. 

Senator O’Manonry. But of the subsidiary companies? 

Mr. Dixon. I was an assistant treasurer of a number of the sub- 
sidiary companies. I might say, sir, I am afraid I would like to be 
more dignified than I was. I think it was for convenience so that I 
could sign checks and things of that sort. 

Senator O’Manoney. Oh, yes, we all know that the subsidiary com- 
panies in those days were just other aliases for the operators. 

Mr. Drxon. Well, I must differ with you on that, sir. 

Senator O’Manonry. You must? 

Mr. Dixon. My functions were minor, but 

Senator O’Manonry. Were you aware of the results of the hear- 
ing that was held in 1933 about the operation of the holding com- 
panies and their subsidiaries? 

Mr. Dixon. Yes, sir. 

Senator O’Manonry. You know, do you not, that the SEC law 
was passed because of the revelations that were made of the abuses 
by holding companies and their subsidiaries ? 

Mr. Drxon. I know that the law was passed, and I have heard 
that as being one of the reasons for it coming into being. 

Senator O’Manonery. Don’t you know that? 

Mr. Drxon. No, sir; I don’t know why Congress passed the laws. 

Senator O’Mauonry. Well, do you know the story of Hobson? 

Mr. Dixon. Yes, sir; I had no connection with him. I never knew 
Mr. Hobson. 

Senator O’Manonry. Do you know the story of Insull? 

Mr. Dixon. I have heard some of the stories of Insull. I never 
knew the man. I never worked for his company. 

Senator O’Manoney. I wasn’t suggesting that you knew either of 
them, but only that you knew their practices. 

Mr. Drxon. I worked for Electric Bond & Share Co., and I knew 
their practices, sir. 

Senator O’MAnoney. Do you think their practices were beneficial 
to the consumer ? 

Mr. Dixon. Yes, sir. 

Senator O’Manonry. Was the Electric Bond & Share Co. after- 
ward broken up? 
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Mr. Drxon. No, sir. Electric Bond & Share Co. is still in being. 
Now it divested itself of some of its properties. 

Senator O’Manoney. Well, that is what I meant by being broken 
up. It did, as a result of the passage of the act, divest itself of 
certain properties 4 

Mr. Dixon. Yes, sir. 

Senator O’Manoney. So that you come before this committee as 
one who, from the days of his first employment as an office boy until 
he had become treasurer of several subsidiary companies—— 

Mr. Dixon. Assistant treasurer, sir. 

Senator O’Maionry. Assistant treasurer, mainly as I understand, 
for the purpose of signing checks. 

Mr. Dixon. Yes, sir. 

Senator O’MAnoney. You were in that atmosphere which resulted 
in this action by Congress. 

Mr. Dixon. No, sir; I don’t think I was. 

Senator O’Manonry. You were not? 

Mr. Dixon. No, sir; I don’t think actions of Electric Bond & Share 
Co. can be compared with others that you have cited. 

Senator O’Manonry. Except that it was compelled to divest itself 
of some of its— 

Mr. Dixon. Not because of malpractice, sir. 

Senator O’Manoney. I am not suggesting malpractice. It didasa 
result of this law divest itself of some of its properties? 

Mr. Dixon. Yes, sir; I think principally because of geographic fea- 
tures that were in the new law. 

Senator O’Manonery. Thank you very much, sir. 

Senator Kerauver. Thank you, Senator O’Mahoney. 

Will you proceed, Mr. Dixon. 

Mr. Dixon. I am presently a director of Arkansas Power & Light 
Co., Louisiana Power & Light Co., New Orleans Public Service, Inc., 
and Mississippi Power & Light Co. 

Lam a vice president and a director of Electric Energy, Inc. I am 
president and a director of Mississippi Valley Generating Co. I serve 
on various industry committees. 

I think that is a quick thumbnail sketch, sir. And let me say, sir, I 
am a director of Middle South Utilities, too. 

Senator O’Manonry. What is the value of the outstanding stock of 
all these companies of which you are an officer? 

Mr. Dixon. The consolidated balance sheet of Middle South Util- 
ities is between $500 million and $600 million. 

Senator O’Manoney. That is only one of them. 

Mr. Drxon. That is a consolidated balance sheet. 

Senator O’Manoney. Of all the companies? 

Mr. Dixon. Of all the companies in the Middle South Utilities 
system. 

Senator O’Manoney. How many companies are there in the system ? 

Mr. Dixon. There are four subsidiary companies and Middle South 
Utilities itself. 

Senator O’Manonry. Who manages them ? 

Mr. Dixon. The Middle South Utilities is man: aged by a board of 
directors comprising nine members of which I am one. None of the 
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other directors is an officer of the company nor of any of the operating 
subsidiaries, 

Senator O°’Manionry. Do these operating subsidiaries manage 
themselves ? 

Mr. Dixon. I was coming to that, sir. They certainly do. Each 
company has a very strong independent board of directors. It varies 
in numbers. 

I think Arkansas Power & Light Co., for instance, has 15 directors. 
One of the others, has nine, but they are in that range. They are all 
independent solid citizens living in the area. 

I am the only director of the subsidiaries that does not live in the 
operating ead They have strong independent managements 
and we make no attempt to control their operations. 

Senator O’ ve \HONEY. Do you suggest to the committee that they are 
autonomous ? 

Mr. Dixon. Relatively, sir. They can’t be completely because of 
the ownership. We have a very erent interest in the money that our 
stockholders have invested in those situations. They certainly operate 
with a great deal of independence. 

Senator O’Manonry. What is the percentage of Middle South’s 
holding in each of these subsidiaries ? 

Mr. Dixon. Middle South owns 100 percent of the common stock of 
Arkansas, Louisiana, and Mississippi power and light companies, and 
about 95 and a fraction percent of the New Orleans Public Service 
common stock. 

Senator O’Manoney. Then your statement that you are interested 
in the stockholders of these companies is just by way of formal refer- 
ence to Middle South, is it not? 

Mr. Drxon. Middle South itself has 28,000 stockholders, no one of 
which owns as much as 2 percent of its stock or more than 2 percent. 
I have a very great responsibility to those 28,000 stockholders, sir. 

Senator O’Manoney. Oh, yes; of Middle South, but not of the sub- 
sidiaries, the subsidiaries being practically wholly owned by Middle 
South. 

Mr. James. I think, Senator, he referred to the stockholders of Mid- 
dle South, and you must have misunderstood him. 

Senator O’Manoney. I am trying to bring out the fact that these 
subsidiaries are like the satellites of Russia to Moscow. They do what 
they are told. 

Mr. Drxon. They do not, sir. They have very strong independent 
managements. 

Senator O’Manonry. What about the interests of the 2 percent 
stockholders of Middle South, if these wholly owned subsidiaries do 
what they please ? 

Mr. Dixon. I would like to complete my answer, if I may, sir. 

Senator O’Manoney. Oh, sure. 

Mr. Drxon. I said that Middle South Utilities stock is owned by 
28,000 people, no single stockowner owning more than 2 percent of its 
stock. In other words, it is widely held. 

With respect to the operating subsidiaries, we own all or substan- 
tially all of their common stock. Each has preferred stock that is 
owned by the investing public. and each has substantial amount of debt 
securities owned by private investors. 
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Senator O’Manoney. Who is the largest stockholder in Middle 
South ? 

Mr. Dixon. I haven’t checked it recently, but the last time, I believe, 
it was State Street Investment Trust, which of itself has some twenty- 
five or thirty thousand stoc kholders. ‘The second largest is Harvard 
University ; the third largest is Massachusetts Investment Trust. 

Senator O’Manoney. And Harvard University does not have more 
than 2 percent ! 

fr. Dixon. No, sir; not the last time I checked. 

Senator O’Matronry. Nor Massachusetts Investment Trust ? 

Mr. Drxon. No, sir; not the last time I checked. 

Senator O’Mauonery. I imagine that you keep a pretty good check 
on them and a fairly recent check upon them ? 

Mr. Dixon. | try to keep track of all my business, sir. 

Senator O’Manoney. So that it is the board of directors of Middle 
South—— 

Mr. Dixon. Yes, sir. 

Senator O'Manonrey. Who manage this business in which 28,000 
stockholders have invested money, no one exceeding more than 2 per- 
cent of that total? 

Mr. Dixon. That’s right. 

Senator O'Manonry. That is a pretty definite and fixed control that 
you exercise, is it not? 

Mr. Dixon. 1 don’t see the relevance between those two state- 
ments, sir. 

Senator O'Manonry. Well, perhaps I could ask an irrelevant ques- 
tion, too. You know, I have had so many irrelevant answers. 

Mr. Dixon. You won’t get irrelevant answers from me, I don’t 
believe. I was really trying to be responsive. 

Senator O’Manoney. Well, the relevance is this, sir: That if you 
have 28,000 stockholders, no one of which holds more than 2 percent 
of the total stock, then it follows, does it not, that the management 
has a pretty strong control over what goes on, or do you have large 
attendance at the meetings of the stockholders or do they send in their 
proxies ¢ 

Mr. Dixon. We have both, sir. We are very proud of the fact that 
in recent years we have had better than 80 percent of our stock repre- 
sented at annual stockholder meetings. 

We have a practice of meeting around the country in various centers, 
meeting with our own stoc kholders, large investors, with those who 
inform and advise investors so that they may at all times be completely 
informed with respect to our activities, and, frankly, as a corporate 
manager, when you have a lot of stockholders, you will find they are 
very intellige ‘nt and sophisticated stoc kholders, and I believe if they 
did not like the man: igement they would make a change. 

Senator O’Manoney. When you said that you have a large percent- 
age represented, did you mean in person or by proxy 4 

Mr. Dixon. Both. In many cases they will send their proxy and 
still send a representative to the meeting. We always turn out a post- 
meeting report. We pride ourselves on having very close relation- 
ships with our stockholders and in making efforts to keep them well 
informed of our activities. 

We welcome their visits. Wecan see them. We are responsive to 
their views, suggestions. 
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Mr. Kerrre. What is the percentage of representation in person, 
Mr. Dixon ? 

Mr. Drxon. I can’t tell you very accurately. ‘The number of shares 
voted in person is relatively small, but I think is not indicative of the 
number of shares actually represented i in person at the meeting. 

Mr. Krrrre. May we assume that the 80-percent representation is 
largely by proxy ¢ 

Mr. Drxon. Yes, sir; the record would show that, but I know one 
very large insurance company that always sends in their proxy; 
they always send a senior oflicer to attend the meeting also. 1 think 
that happens with some of the large trusts. 

Mr. Keerre. Holding more than 2 percent ? 

Mr. Dixon. We don't have anybody holding more than 2 percent. 

Mr. Krerrr. Excuse me, Senator. 

Senator O’Mauoney. That is quite all right. You finished up my 
questions for me. 

Senator Krrauver. Do you have any more questions, Senator 
O’ Mahoney ? 

Senator O’Manoney. Not for the moment. 

Senator Kerauver. At page 88 of the report of this committee, just 
to save time, Mr. Dixon, we have some of the principal stockholders 
of Mid-South and also Electric Bond & Share. 

Mr. Dixon. Electric Bond & Share owns no stock whatever, sir, 
in Middle South Utilities. 

Senator Keravver. I say on this page are the principal stockholders 
of Mid- South and of Electric Bond & Share. 

Lehman Bros. has 50,664 shares; Tri-Continental has 94,300 shares; 
State Street Investment, 109,619 shares; Harvard University, 108,136 
shares; Affiliated Fund, 5,000 shares; Massachusetts Investors ‘Trust, 
100,000; Investors Mutual Fund, 82,400; United States and Foreign 
Securities, 12,000; United States and International Securities, 13,000; 
Blue Ridge Mutual Fund, 13,928. 

Mr. James. As of what date is that, Senator? Do you mind telling 
me ¢ 

Senator Kerauver. I suppose this would be as of the end of 1954, 
probably. So that these institutional investors are in turn controlled 
by their board of directors. 

Mr. Drxon. I presume so, sir. 

Senator Kerauver. It will be found in this report who all of the 
directors are and what companies they have interests in. I did not 
want to go into detail about that at this time, Mr. Dixon. 

Now, “Mr. Dixon, you are also a vice president and director of 
Electric Energy, Inc.; is that right ? 

Mr. Drxon. Yes, sir. 

Senator Keravuver. Are you still? 

Mr. Dixon. Yes, sir. 

Senator Kerauver. And your home is in New Jersey ? 

Mr. Dixon. Yes, sir. 

Senator Kerauver. Let me get this on the record. The total in- 
stalled kilowatt capacity of the so-called Dixon-Yates-Mississippi 
Valley Generating proposed plant was 650,000 kilowatts ? 

Mr. Dixon. That was the net capability ; } yes, sir. 

Senator Krrauver. Net capability. And how does that compare 
with the total kilowatt capability of the Arkansas Power & Light Co. / 
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Mr. Dixon. Let me say the Middle South system has about 2,100,000 
kilowatts installed capacity, Arkansas Power & Light Co. would 
have—may I confer with my associate? 

Senator Kerauver. About 750,000. 

Mr. Dixon. I was going to guess about three-quarters of a million. 

Senator Krravver. So that actually Mississippi Valley Generating 
Co.’s net installed capacity was about 100,000 less than total installed 
capacity of Arkansas Power & Light? 

Mr. Dixon. Yes, sir. 

Senator Krrauver. And so we can get some of the names in the 
matter, Mr. Hamilton Moses is president of the Arkansas Power & 
Light? 

Mr. Drxon. No, sir; he is chairman of the board. 

Senator Krerauver. Chairman of the board. And who is president 
of the Mississippi Power & Light Co.? 

Mr. Dixon. Mr. R. Baxter Wilson is president. 

Senator Krravuver. Mr. Stietenroth was the secretary and treasurer 
of that company? 

Mr. Drxon. He was the treasurer; I don’t think he is secretary. 

Senator Kerauver. Maybe assistant secretary. 

Mr. Drxon. I won’t quibble. 

Senator Keravuver. I believe he was the secretary and treasurer. 

Mr. Drxon. He may have been. 

Senator Keravver. Where is your office in New York ? 

Mr. Drxon. 2 Rector Street. 

Senator Kerauver. And your accountants are Haskins & Sells? 

Mr. Drxon. Yes, sir; certified public accountants. 

Senator Krerauver. Ebasco Services, Inc., is a wholly owned sub- 
sidiary of Electric Bond & Share? 

Mr. Dixon. Yes, sir; I understand it to be. 

Senator Krravuver. You understand it to be. You used to be with 
Electric Bond & Share. 

Mr. Dixon. Twenty years ago. I will accept it. They are, so far 
as I know. 

Senator Kerauver. Ebasco Services, Inc., does handle engineering 
and financial advice of various kinds for all or part of the subsidiaries 
of Middle South? 

Mr. Drxon. No, sir; I don’t believe they offer any financial advice to 
our subsidiary companies. We like to think we can provide that. 

Senator Kerauver. Well, anyway, they offer some kind of service. 

Mr. Dixon. Ebasco Services is a service organization that has avail- 
able engineering and other services. We employ Ebasco for specific 
jobs from time to time. 

The work order is concluded when the job is concluded. We employ 
them for specialized tax services, but it is on a pick-and-choose basis. 
We use the services we want and we pay for them. 

Senator Kreravuver. That is employment by Middle South? 

Mr. Dixon. No, sir; by the individual operating subsidiaries. Mid- 
dle South employs them from time to time for special services. 

Senator Krrauver. But the testimony we have had before this 
committee previously is that recommendation as to their employment 
by the subsidiary on particular services ordinarily comes from Middle 
South, and that they approve the selection by Middle South of Ebasco 
to perform particular services. 
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Mr. Drxon. I don’t know who your witness was on that, but it is 
not accurate information, sir. 

Senator Keravuver. They do work for reneneene Power & Light, 
Arkansas Power & Light, Louisiana Public Service, and your various 
subsidiaries ? 

Mr. Dixon. Upon request they do work for each of our subsidiary 
companies, and they do a great deal of it. 

Senator Krrauver. And they do a great deal of it. And for which 
they are paid fees for whatever they do? 

Mr. Dixon. They are paid for the work they perform. 

Senator Krerauver. And then they did certain work, well, they did 
the big part of the work to begin with, for Electric Energy, Inc., at 
the so-called Joppa plant? 

Mr. Drxon. They were engaged to do engineering and construction 
on that project. 

Senator Kerauver. Until their contract was terminated with the 
Government ? 

Mr. Dixon. Electric Energy, Inc., terminated the contract. with 
Ebasco Services. 

Senator Krravuver. It was originally planned that they would do 
the engineering and construction on the steam plant at West Memphis, 
Ark., but that was later amended where they were going to do the 
engineering and certain planning, but then it seemed to have later 
been amended where they were going to actually do the construction / 

Mr. Drxon. Let me back up a minute, Senator. I would like to 
amend my former answer. 

As a matter of fact, they did I think all of the engineering on 
Electric Energy, including units 5 and 6. That contract, if termi- 
nated, was reinstated. They have done other work, I believe, for 
the lenders of the money in that instance. 

With respect to Mississippi Valley Generating Co., they were en- 

gaged to perform the engineering and to supervise construction. It 
was never cont suplated their services would be other than that. 

Senator Kerauver. Well, are you talking about Mississippi Valley 
Generating now / 

Mr. Drxon. In the latter instance; yes, sir. 

Senator Krratver. I thought I saw an announcement by Admiral 
Strauss that they had been approved for the engineering and con 
struction. 

Mr. Dixon. They were approved for engineering and to supervise 
construction only. 

Senator Krrauver. Yes, that’s right. Well, when you have con 
struction jobs for Arkansas, particularly Mississippi, don’t they usu- 
ally do the engineering and construction ? 

Mr. Dixon. Normally they do. We find them very e xpert. 

Senator Kerauver. And ‘the testimony we had here ‘was the tax 
returns of the subsidiaries was ordinarily prepared in their offices in 
New York and sent down to the local oflices in the States to be exe 
cuted, or executed in New York by the local offices, is that correct / 

Mr. Drxon. No, sir; that does not jibe with my understanding, and 
I think I understand the facts. 

Senator Krerauver. Well, tell us what your understanding is. 

Mr. Dixon. I hope to. The operating subsidiaries prepare and 
submit data to Ebasco Services who they employ as professionals in 





POWER POLICY 853 


the preparation of the tax returns. The material is sent to the field 
and the returns are signed by the proper corporate officers. 

As I am sure you understand, the corporate tax laws are such that 
they take highly specialized services, the operating subsidiaries, and 
may I add too, we find it advantageous to file consolidated re turns, and 
it is the most efficient w ay in our system to prepare these returns. 

But let me emphasize that all material in the first instance is pre- 
pared by the operating subsidiaries and submitted to Ebasco. The 
operating subsidiaries have complete control over the data at all 
times. 

Senator Kerauver. Well, we just have different means of stating 
the matter. Then, Mr. Dixon, your various companies have issued 
a great many securities from time to time since you have been with 
them. 

Mr. Dixon. Yes, sir. 

Senator Kerauver. And you are well acquainted with Lehman 
Bros. ? 

Mr. Dixon. No more so—I am well acquainted with them, but I am 
well acquainted with many financial institutions in the country. 

Senator Kerauver. Well, you have 1 man who until he died some 3 
months ago was an officer and director, or director of Middle South, 
and he was also a director or an officer of Lehman, did you know, Mr. 
Curtis Calder ¢ 

Mr. Dixon. Mr. Curtis Calder has never been an oflicer or director 
of Middle South Utilities. 

Senator Kerauver. Well, he isa director of Electric Bond & Share? 

Mr. Dixon. Which has no connection with Middle South Utilities. 

Senator Kerauver. But he is an old associate of yours in Electric 
Bond & Share? 

Mr. Dixon. T have known Curtis Calder for many years. 

Senator Kerauver. nd he died in April of this year? 

Mr. Dixon. Approximately at that time. 

Senator Keravuver. And you have known First Boston for a long 
time and they have issued many securities for you? 

Mr. Dixon. No, sir; in the utility business securities are sold largely 
by competitive bidding. 

Mr. James. Senator, I wonder if he could complete his answer, 
please? 

Senator Kerauver. Very well, Mr. James. 

Mr. Dixon. I was bout to say in the utility business our debt secu- 
rities are sold almost without exception, I think with no exception, by 
competitive bidding. Sometimes they are purchased by Lehman Bros. 
and sometimes by Blyth & Co., and sometimes by First Boston. We 
have no knowledge who will purchase the securities we issue. 

Senator Kerauver. What I meant to ask you was, even though they 
got them by competitive bidding, First Boston has sold a great many 
of your securities. 

Mr. Dixon. I don’t think many in recent years. I hven’t checked 
up, but I don’t believe they have bought too many of our issues. 

Senator Krrauver. Anyw ay, you know Mr. George L. Woods? 

Mr. Dixon. Yes, sir. 

Senator Keravver. How long have you known Mr. Woods? 

Mr. Dixon. I have known of him a good long time. I don’t believe 
I have known him personally more than a year or two. 
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Senator Krravuver. And you have known Mr. Duncan Linsley 
president of First Boston Corp. ? 

Mr. Dixon. Yes, I have known him quite a long time. 

Senator Krravver. ‘He is the vice president. You have known him 
and you know him quite well. 

Mr. Dixon. Quite well, as I do many people in the financial com- 
munity. 

Senator Kerauver. And you know Mr. Adolph Wenzell ? 

Mr. Drxon. Casually, not very well. 

Senator Kerrauver. And how long have you known Admiral 
Strauss? 

Mr. Dixon. I met Admiral Strauss for the first time in January 
1954, or December 1953, in that area. 

Senator Krrauver. You didn’t know him when he was with Kuhn, 
Loeb? 

Mr. Drxon. No, sir: I had never met him before that time. 

Senator Krerauver. And did you know Mr. Rowland Hughes before 
you came down here on this matter? 

Mr. Drxon. No, sir. 

Senator Krrauver. Did you know Mr. Sherman Adams before you 
came down here? 

Mr. Drxon. I met him for the first time within the last 30 days. 

Senator Kerauver. And how about Mr. Dodge, former Director of 
the Bureau of the Budget, do you know him? 

Mr. Drxon. I had never known him prior to the proposal of our 
company. 

Senator Keravver. Prior to what? 

Mr. Dixon. Prior to the so-called Dixon- Yates matter. 

Senator Kreravuver. Mr. William McAfee is the president of the 
Union Electric of St. Louis. 

Mr. Drxon. It is J. W. McA fee, I think its Wesley. 

Senator Krerauver. J. W. McAfee? 

Mr. Drxon. Yes, sir. 

Senator Krrauver. And he is president of the Union Electric? 

Mr. Drxon. Yes, si 

Senator Keravver. He is also president of the EET? 

Mr. Drxon. Yes, sir; Electric Energy, Inc. 

Senator Keravuver. And his company and your company were 
among the 6 or 7 companies joined together for the purpose of form- 
ing Electric Energy, Inc. ? 

Mr. Dixon. There were 5 companies and his was 1. 

Senator Krrauver. Name those companies. 

Mr. Dixon. The Union Electric Co., the Illinois Power Co., the 
Central Illinois Public Service Co., the Kentucky Utilities Co., and 
the Middle South Utilities, Inc. 

Senator Keravver. Were you originally elected vice president and 
director of that company? 

Mr. Dixon. Yes, sir; I think at a meeting where officers and di- 
rectors were first elected. 

Senator Kerauver. Is Mid-South’s participation in EET 10 percent? 

Mr. Drxon. Yes, sir. 

Senator Kreravver. And what of Union Electric of St. Louis? 

Mr. Drxon. 40 percent. 
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Senator Keravuver. Mr. Canaday, I believe, was also a director of 
EEL 

Mr. Drxon. No, sir; he is a vice president, but not a director. 

Senator Kerauver. A vice president and not a director. Now 
your service area, that is, of your subsidiaries, includes all of the 
State of Arkansas? 

Mr. Dixon. A substantial part of Arkansas, not the whole State. 
There are some other utility companies in the State that serve minor 
parts. We serve generally in the western portion of Mississippi and 
portions of Louisiana, including the city of New Orleans. We have 
an area in the northern part and an area in the southern part. 

Senator Krrauver. New Orleans Power & Light? 

Mr. Drxon. New Orleans Public Service. 

Senator Kerrauver. And Mid-South through Arkansas Power & 
Light also serves 300 customers out on the vice president’s island on 
the Mississippi River which is in Tennessee; is that correct ? 

Mr. Dixon. I was as surprised as anybody in the world when I found 
that was in Tennessee on the Arkansas side of the river. 

Senator Kerauver. When did you find that out? 

Mr. Dixon. Oh, 2 or 3 months ago, 3 or 4 months ago, something 
like that. 

Senator Krrauver. You know Arkansas Power & Light as to those 
customers has been under the jurisdiction of the Tennessee Railway 
and Publie Utility Commission. 

Mr. Dixon. I found that out. 

Senator Kerrauver. Undoubtedly, your people down there have 
known it for some time, haven’t they ¢ 

Mr. Dixon. They run their business and I don’t always know all 
the things they know. 

Senator Krerauver. Now, Mr. Dixon, when did you first hear of 
the need for additional power for atomic-energy works at Paducah 
or the Tennessee Valley Authority or Memphis, or, anyway, Whatever 
it was that brought about this Dixon-Yates contract ? 

Mr. Dixon. I heard that there was a need for an additional source 
of power by the Atomic Energy Commission in, I would say, De- 
cember 1953, 

Senator Kerauver. How did you learn that? How did you hear 
that ¢ 

Mr. Dixon. My recollection is that Mr. McAfee told me. 

Senator Kerauver. And can you place the time when you really 
heard it and where did you hear it? Where did he tell you that? 

Mr. Drxon. Not precisely, Senator. I am the world’s worst at 
precise dates, but my recollection is that it was somewhere around, 
oh, the middle part of December, and it was quite a normal thing, 
let me say. I was a participant in Electric Energy, Inc., and the 
record discloses that he was approached as to whether Electric En- 
ergy, Inc., might be in a position to supply an added source of power. 

Senator Krrauver. You testified, and I have read all of your 
testimony, before the Securities and Exchange Commission, or I have 
read the main part of it. You testified before the Securities and 
Exchange Commission that you weren’t sure whether he told you, or 
whether Walter Williams told you about it. 

Mr. Dixon. That’s right, and I am still not dead sure. My guess 
is that it was Wes McA fee. 
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Senator Krrauver. Do you have one of these, Mr. James? 
Mr. James. What is that, Senator? 

Senator Krrauver. Hearings before the joint committee. 

Mr. James. Yes; I have one here, thank you. 

Senator Krrauver. Anyway, at 925—when I refer to the green 
book here, that will be the hearing before the Joint Committee on 
Atomic Energy—at 927 there is a letter to the General Manager of 
the Atomic Energy Commission, dated December 14, from Mr. McA fee 
relative to the EEI, or somebody, furnishing 450,000 kilowatts of 
electricity and you are familiar with that letter. You have a copy 
of it, Mr. Dixon? 

Mr. Dixon. That’s right. 

Senator Krerauver. I think we might copy this letter in our record 
at this point. 

(The letter above-referred to is as follows: ) 


DECEMBER 14, 1953. 
OFFICE OF THE GENERAL MANAGER, ATOMIC ENERGY COMMISSION, 
19th and Constitution, Washinaton, D. (0. 
(Personal attention of Mr. Walter Williams. ) 

GENTLEMEN: It is my understanding that your staff is considering plans 
which, if adopted, would result in your seeking an additional supply of power 
which could amount to as much as 450,000 kilowatts. You have said that it 
would be helpful to have information as to the possibility of obtaining such 
power from a new plant to be financed, constructed, and operated by a private 
company and to be in full production by the middle of 1957. 

The tentative nature of this undertaking and the many uncertainties in it 
led us to agree that it might cause public misunderstanding if any specific 
inquiry were made in financial and manufacturing circles on this subject and 
I have not done so. Thus, the opinion I shall express is based largely on my 
personal suppositions, supported by general inquiries to informed people on 
current conditions in financial and manufacturing fields. 

There are a few observations of a general nature which bear on the question: 

1. I believe it would not be desirable to put further capacity at the site of 
the Joppa plant of Electric Energy, Inc. 

2. There would be serious legal difficulties in having Electric Energy, Inc., 
build an additional plant. I would strongly recommend the formation of a new 
company. 

My best judgment is that a group of private investors can be formed who would 
be prepared to submit a proposal and to contract for the supply of up to 450,000 
kilowatts of firm capacity to your Paducah project upon substantially the same 
rate, terms (including provision for cancellation), and conditions as are pro- 
vided in the contract between Atomic Energy Commission and Electrie Energy, 
Inc., under which the fifth and sixth units are being installed by the latter at 
its Joppa, Ill, station. I believe that such an undertaking can be financed on 
about the same capital ratios as exist in Electric Energy, Inc. 

Delivery dates under current conditions for 500,000 kilowatts in five 100,000 
units, four 150,000 units, three 175,000 units ; two 250,000 units of 22 to 24 months 
probably can be obtained. There is no reason why a plant of the size under 
discussion cannot be designed and built in 40 months or less. 

If and when you are able to be more specific and can permit me to discuss 
the project with others, particularly financial institutions, manufacturers, and 
prospective members of a managing group, I shall be happy to attempt to submit 
more definite information. 

Very truly yours, 
J. W. McAFEE. 

Senator Krravuver. Was it before this letter that you heard about it? 

Mr. Drxon. I may have. It was a very nebulous piece of informa- 
tion when I first heard about it. 

Mr. Krerre. I couldn’t hear your answer, Mr. Dixon. 

Mr. Drxon. It was a very nebulous piece of information when I 
first heard about it. 
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Senator Krrauver. Anyway, you had some inkling of it, as you 
expressed yourself, before you got this letter, isn’t that right? 

Mr. Dixon. I think that’s right. 

Senator Kerauver. And in this letter, Mr. McAfee, the president 
of KEI, was suggesting that either EEI or some operation, another 
corporation similar to it, could be organized and they could deliver 
certain electricity at Paducah to the atomic energy works there, and 
he went on to say the time it would be done. He suggested that a 
group of private investors could be formed who would be prepared 
(o go into the proposal. Is that the substance of that letter 4 

Mr. Dixon. Excepting that he took a rather strong position that 
he thought that Electric Energy, Inc., could not do it. He felt that 
power needs could be met, but he felt that a new group probably would 
have to be formed for the purpose. 

Senator Kerauver. They would have to get together another group 
to do it. 

Mr. Dixon. He said “I would strongly recommend the formation 
of a new company.” 

Senator Kerauver. Anyway, there was consideration at this time 
that this be done by Electric Energy, Inc. 

Mr. Drxon. Obviously there was because he said, “I believe it would 
not be desirable to put further capacity at the site of the Joppa plant 
of Electric Energy, Inc.,” so he must have considered it. 

Senator Krrauver. Did he talk with you directors about it or how 
did he make that decision ¢ 

Mr. Dixon. He talked with me about it. 

Senator Kerauver. What was your idea about it? 

Mr. Dixon. I agreed with him. 

Senator Krrauver. Why wouldn't Electric EKenrgy, Inc., be in a 
position to enlarge its facilities and do the job ¢ 

Mr. Dixon. It was our judgment at the time that it was desirable 
te do it another way. 

Senator Kerauver. Was there any particular reason ¢ 

Mr. Dixon. The only reason I have heard, L understood some of 
the other participants were unwilling to enlarge that operation. 

Senator Krrauver. Did you have a directors’ meeting of Electric 
Energy, Inc., and discuss this matter 4 

Mr. Dixon. I don’t recall that we did. These gentlemen are meeting 
together frequently on all sorts of things. It is a sort of a situation 
that could be dealt with very properly on an informal basis. The 
directors are each president of their companies, at least each company 
president is a director, if I may restate that. 

Senator Krrauver. And after the December 14 letter, you saw Mr. 
McA fee, didn’t you? 

Mr. Dixon. Lam sure I must have. He is in and out of New York 
a creat deal. 

Senator Kerauver. And you saw him in New York? 

Mr. Dixon. I think I did. 

Senator Krerauver. And was it during that time, then, that it was 
suggested that Electric Energy, Inc., not do it, but that you might get 
some business for your company, Mid-South / 

Mr. Dixon. No, sir. 

Senator Kerauver. When did it occur to you that you could get 
some business for the Mid-South ? 
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Mr. Dixon. The formulation of the plans that resulted in Missis- 
sippi Valley Generating Co. followed a meeting in January 1954. 

Senator Keravver. Hadn't it been talked about? Hadn't you been 
giving some thought to it and talking to Mr. McAfee about it prior 
to that meeting in January 1954? 

Mr. Drxon. Prior to that meeting, my understanding was that they 
were seeking a new power source, near Paducah, and all ‘of our thinking 
was keyed to that. 

Senator Krrauver. But you were not in favor of that new power 
source near Paducah ? 

Mr. Dixon. I didn’t have any feelings particularly, as I recall 
This was all very preliminary at that time. It is far removed from 
my property. My interest, as you know, is minor in the situation. 

Senator Kerauver. When did it first come to you, either in this 
conversation with Mr. McAfee or with anybody else, that this would 
be a good proposition for you to get into and to have the plant. built 
down in the service area of Mid-South ? 

Mr. Drxon. I would like to restate that. I don’t think I ever came 
to the conclusion that this was a good proposition for me. I was 
asked if I would be willing to make a proposal, and I did. 

Senator Keravver. All right. When did you first give considera- 
tion to the possibility of building the plant down in the service area of 
the Mid-South, whether it was good for you or not? 

Mr. Drxon. After the m eeting of January 20, we found out a good 
deal more of the roqhivedsiie, and we made proper investigations 
to see if we could come up with an appropriate solution that would 
be in the interest of the taxpayers. 

Senator Keravuver. Mr. Dixon, you are a vice president of Electric 
Energy, Inc. You are president of Mid-South Utilities. The ques- 
tion finally evolved as to whether it was going to be done by Electric 
Energy, Inc., or a similar group to be for med by Mid-South Utilities, 
your company, of which you were president. 

How did you resolve any conflict of interest you had with your 
official position with the EEI and your position with Mid- South ? 

Mr. Dixon. I never had any conflict of interest in that, sir. 

Senator Kerauver. You didn’t feel that Electric Energy, Inc., at 
least ought to be in the position of considering this matter ¢ 

Mr. Drxon. I repeat there was never any conflict of interest. The 


physical facts when they were presented to me made the problem 
evolve itself. 


Senator Kerauver. What was that? 

Mr. Drxon. Mississippi Valley Generating Co. proposal. As you 
can see, as early as December, the president of Electric E nergy, Inc., 
wrote the letter saying that he didn’t think it was wise for Electric 
Energy to participate. 

Senator Keravver. He thought some other similar company ought 
to be formed up that way ? 

Mr. Dixon. That’s true but the physical factors as finally deter- 
mined indicated that that was not in the best interests of the taxpayers. 

Senator Kerauver. Over on page 920 of the green book, Mr. Dixon, 
you will find a letter to Walter Williams from Mr. Me Afee—page 


929—-which is a very important letter in this matter and I think I 
might read it for the record. 


. 
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Unton Etecrric Co. or Missouri, 
915 North 12th Boulevard, St. Louis 1, Mo., January 4, 1955. 
Mr. WALTER WILLIAMS, 


Assistant to the General Manager, Atomic Energy Commission, 
19th and Constitution Avenue, Washington, D. C. 

DEAR WALTER: I have been thinking about our conversation the last time 
I saw you in Washington. The more I consider the possibility you are investigat- 
ing, the more impressed I am with the necessity of considering other alternatives 
before a final decision is made. I am sure I suggested some of the things that 
would accomplish the desired result but I think now that I could put them in 
order of priority. If I had the responsibility of relieving the national budget 
of avoidable capital expenditures in the TVA area, I would consider: 

First: That TVA no longer asSume full responsibility for supplying all the 
needs of municipalities. ‘Thus, as present contracts expire, those municipalities 
which need a greater supply than is available from the Authority would be 


obliged to arrange for purchase from others or for the construction of a plant 
with municipal funds. 


Second: Arrangements with neighboring companies of TVA to sell power to 
the Authority. I am confident that arrangements could be made for the con- 
struction of a new plant if that is necessary. 

Third: The plan you discussed with me. 

Best regards. 

Sincerely, 
J. W. McAFEE. 

You received a copy of that letter, didn’t you ? 

Mr. Drxon. I don’t believe I did. I think the first time I saw this 
letter was when it appeared in the chronology of the Atomic Energy 
Commission that was released in August of 1954. 

Senator Krrauver. Asa matter of fact, I think you testified that you 
got a copy and read it and probably put it in the wastepaper basket. 

Mr. Dixon. That could be a solution, but I have no clear recollection 
of getting it. 

Senator Kerauver. Did you have some discussion with Mr. McA fee 
about this letter ? 

Mr. Dixon. No, sir. 

Senator Krerauver. About the matters in this letter? 

Mr. Dixon. He did not discuss this letter with me. 

Senator Kerauver. What do you understand of the plan, the plan 
you discussed, to be? Was that talked over with you? 

Mr. Drxon. No, sir; I don’t know what he meant. 

Senator Krrauver. Do you know what that meant ? 

Mr. Drxon. No, sir. 

Senator Keravuver. Anyway, after the December 14 letter in which 
an arrangement of that Paduc ah plant, like EET, was suggested, and 
when you come down to the meeting of January 20, there was a differ- 
ence in opinion. The site of oper: ration for the new plant had been 
moved from Paducah or that section down to across Memphis. How 
did that come about ? 

Mr. Drxon. That came about as a consequence of the meeting. I 
think the chronology issued by the Bureau of the Budget or the Atomic 
Energy Commission, or both, very clearly sets that out. 

When the problem was posed, I know I, for one, questioned the 
wisdom of adding another power source at Paducah, which is already 
saturated with power dedicated for the needs of the Atomic Energy 
Commission. 

Senator Krrauver. Who did you raise that with? 

Mr. Drxon. In open meeting. 

Senator Kerauver. On the 20th? 
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Mr. Drxon. I am referring to the chronologies I just spoke of. It 
is very clearly set forth in there and they obviously kept better records 
than I did. 


Senator Krravver. This is the Atomic Energy chronology, that you 
are referring to? 


Mr. Drxon. It is both, Atomic Energy Commission and the Bureau 
of the Budget. 


Senator Krracver. The meeting I think you referred to was the 
meeting of the 20th. 

Mr. Dixon. Yes; and that developed at the January 20 meeting. 

Senator Kreravuver. And at that meeting you suggested that you 
were against more power up in the Paducah area? 

Mr. Drxon. No, sir; I didn’t say I was against it. I said I thought 
it was unwise from the viewpoint of the United States Government. 

Senator Krerauver. What did you suggest in lieu of that? 

Mr. Drxon. I suggested in lieu of it that the power be built where 
the power was nee ded in substitution for power that could be de- 
livered by the TVA at Paducah. 

It would minimize the Government’s expense in transmission lines. 
It would put the power where it was needed and it would avoid putting 
a large additional block of power subject to cancellation in an area 
that would already be saturated with power in the event of cancella- 
tion by AEC. 

Senator Krravver. More specifically, Mr. Dixon, did you suggest 
that the place where the power was needed was down in the area 
across from them? 

Mr. Drxon. No, sir; the TVA indicated that is where the power 
was needed. 

Senator Krerauver. What suggestion did you make as to where the 
plant ought to be built ? 

Mr. Drxon. I suggested we do the same thing we had done 3 or 4 
years ago when power was needed by the Atomic Energy Commission 
at Oak Ridge, and the TVA didn’t have it. They came to the private 
power companies and we made an arrangement with AEC to deliver 
power to the TVA for their account near Memphis. We did that 
in large quantity. This was something we had been through before, 
and it had worked very successfully. 

Senator Krrauver. Then were you the one that suggested that the 
plant be built down across from Memphis in that area ? 

Mr. Drxon. I would like to take credit for it. I think it was a sound 
suggestion. I think I may have. 

Senator Krerauver. You may have suggested the plant be built 
down there? 

Mr. Drxon. I would be perfectly happy to take credit for that. 

Senator Krrauver. Did you talk with Mr. McAfee and with anyone 
else prior to that meeting of January 20 with reference to building 
of the plant, the location of the power ? 

Mr. Drxon. We were talking, of course, then in general areas and 
my recollection is quite clear that evolved at the meeting. 

Senator Krrauver. Who invited you to come to the meeting? 

Mr. Drxon. I believe Mr. Walter Williams, who was then Deputy 
General Manager of the Atomic Energy Commission. 

Senator Keravuver. Did you have some discussions prior to that time 
with him? 
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Mr. Dixon. Yes; 1 or 2. 

Senator Kerauver. What were they and where were they ? 

Mr. Drxon. I think they are set out in this same chronology, sir. 
On December 23, Mr. Williams, Mr. Nichols, Mr. Strauss met with Mr. 
Dixon in Mr. Strauss’ office. At this meeting, Mr. Dixon indicated 
that he had made a proposal to TVA to furnish them with 450,000 
kilowatts of power to be delivered at their connection near Memphis. 

Senator Kerauver. Who asked you to come to that meeting of 
December 22? 

Mr. Dixon. December 23? 

Senator KrerauvEr. I mean December 23. 

Mr. Dixon. I don’t know. 

Senator Kerauver. And did you get up any proposals following 
that meeting of December 23 ¢ 

Mr. Drxon. No, sir. 

Senator Kerauver. What did you do following that time ? 

Mr. Drxon. I am certain I gave a good deal of thought to the prob- 
lem. It looks as though the next meeting was on January 20, 1954. 

Senator Kerauver. Mr. Dixon, in your suggestion that the power 
was not needed in the Paducah area, but it should be down in the 
neighborhood where the power was needed, where there was need of 
power, did it come into your calculations that this would be a good 
thing for the Arkansas Power & Light and for Middle South, too? 

Mr. Dixon. Of course, I didn’t determine where the power was 
needed. My suggestions were made as a sophisticated and experienced 
electric power man as the proper way to approach a problem and 
provide an appropriate solution. 

Senator Kerauver. As a matter of fact, wasn’t it your feeling that 
gas rates were getting so high that Arkansas Power & Light was going 
to be needing some more generating facilities, and that you have s said 
both since and perhaps before, that Arkansas Power & L ight or Middle 
South was interested in some kind of plant down in that area, in any 
event / 

Mr. Dixon. But there was no connection between the two situations, 
sir. We run Middle South Utilities on a long-range, carefully sched- 
uled basis, carefully engineered basis. 

This plant was over and beyond anything having to do directly with 
the Middle South Utilities system. It was a specific problem. We 
suggested a specific solution. 

Senator Kerauver. Of course, the Arkansas Power & Light or 
Middle South did get some electricity or was to get some electricity, 
from the plant in the event that Memphis’ ne eds were less, or in the 
event of termination of Arkansas Power & Light or Middle South, 
would get more. 

Wasn’t it your feeling, didn’t this play some part in your position 
about the matter that Arkansas Power & Light needed more facilities 
down in that section in any event ? 

Mr. Dixon. We never look to the Mississippi Valley Generating Co. 
as a potential power source for the Middle South system. Our plan- 
ning was all ex-that situation. 

Senator Krravver. Was it important to you that there would be 
some source for you, Middle South, in that area from the Mississippi 
Valley Generating facility ? 
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Mr. Dixon. No, sir; our whole system planning was apart from 
this transaction. 

Senator Krerauver. I say was it important to you that some of the 
electricity from the. Dixon-Yates plant would go to the Mid-South 
and to Arkansas ? 

Mr. Drxon. No, sir; I think we must keep clearly in mind what the 
situation was, Senator. 

We contracted to supply 600,000 kilowatts of power. By “we” I 
mean Missisisppi Valley Generating Co. We agreed to provide the 
necessary backup and reserves. 

We agreed upon cancellation to absorb that power into our own 
systems, as rapidly as we could, take the burden from the Govern- 
ment and, in any event, we contracted to take it back at stated inter- 

vals so that in a relatively short time the Government would be 
completely relieved. 

But our system planning did not rely upon the Mississippi Valley 
Generating Co. as a source of any electric power. 

Senator Krrauver. Did you or did you not testify before the Se- 
curities and Exchange Commission that since gas rates were going 
up, that you felt it w ould be to the general interest of the Mid-South 
and, more particularly, the Arkansas Power & Light Co. to have some 
additional source of power in that region ? 

Mr. Drxon. What I did testify, sir, was this. I believe the questions 
were directed at our selection of this particular site. 

I testified that as we do our system planning, we were very much 
aware of the increasing trend of gas prices that, for some years in our 
system planning, we had been seeking fav orable locations where ulti- 
mately we might build a solid fuel plant. That thinking, that plan- 
ning, was in relation to Middle South problems long before we ever 
heard of Mississippi Valley Generating Co. or this particular trans- 
action. 

When the need for a solution appeared, we agreed to make oe 
site, which we were certain was a good site, available for the good of 
the cause. 

Senator Keravuver. What you were testifying there about was the 
objection being raised that this plant would not be fitting into an 
integrated efficient system, adding to the efficiency of an integrated 
sy stem ? 

Mr. Drxon. I don’t recall that testimony, sir. 

Senator Kerauver. As applied by the National Holding Company 
Act. 

Mr. Dixon. I don’t recall any testimony like that, sir. 

Senator Keravuver. I say that was the point of the questions that 
were being asked you, and you were explaining that some power needs 
were needed by Mid-South in this area, in any event, wasn’t that the 
situation ? 

Mr. Dixon. No, sir, the situation was that this plant would have 
been integrated and would have been tied into the Middle South 
system and indirectly with the Southern Co. system. It had no rela- 
tion as such to the power needs of the Middle South system. The 
two problems are at that point unrelated. 

Senator Kerauver. Anyway, there were either at the present time, 
or you had anticipated in the near future, that there would be addi- 
tional power needs for the Middle South system i in that area. 
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Mr. Drxon. In the northern part of the system, generally, we had 
projected a need for power. We would not have built a plant at that 
location at this time, sir. 

Senator Kerauver. And for the energy charged, you were going 
to get the excess over 600,000, which would be 50,000, and if Memphis 
or the TVA were not able to’ accept the entire 600,000 kilowatts, then 
you would get the balance? 

Mr. Dixon. I think that is not the fact, sir. 

Senator Kerauver. What they were not able to accept at the cost 
of the energy charged ? 

Mr. Dixon. I regret to differ with the Senator but that is not the 
fact, sir. 

Senator Keravver. It is not? 

Mr. Dixon. No, sir. 

Senator KErauver. Well, what is the fact? 

Mr. Dixon. The energy charge is clearly set forth in the contract 
itself, and a very great mass of information that was submitted to the 
Atomic Energy Commission, to the Federal Power Commission, in 
support of the standards of that charge. 

Senator Kerauver. Whatever the energy charge was 

Mr. Dixon. May I finish my answer, sir ¢ 

Senator Keravuver. Sure. 

Mr. Dixon. The contract provided the need of backup reserves. 
It was estimated that for some weeks each year 1 of the 3 units would 
be down for some reason. 

During that period, the sponsoring companies had contracted to 
make enough additional power available so that 600,000 kilowatts 
of firm power would be available so long as only one machine was 
out. 

As compensation for that backup, the system companies had the 
right to use 50,000 kilowatts when available, but that is not firm 
power, sir. Firm power is power around the clock every day, and it 
was estimated that it represented fair compensation, and fair com- 
pensation only, for the backup and reserve that was being provided. 

Senator Kerauver. Well, of course, to begin with, and it is not my 
purpose to discuss the details of the Dixon-Yates contract here, 
Mr. Dixon, because that has been gone into thoroughly before the 
Joint Atomic Energy Committee, and that is their matter, but I was 
just trying to get at any particular interest that Arkansas Power & 
Light and | Mid-South might have in this matter. 

And you had talked about the 50,000 kilowatts. And then you atsu 
knew, of course, that as of that time that the area around Memphis 
was not using 600,000 kilowatts, that it was nearer 375,000 kilowatts 
or 325, that there was quite a difference between 600,000 and what 
the area around there could absorb, and that difference would be 
available to Mid-South or its subsidiaries, would it not? 

Mr. Drxon. It was our feeling that such power, if available, would 
be of questionable value to us. 

Senator Keravuver. I say it was available, not whether it was of 
cuestionable value. 

Mr. Dixon. No, sir, that is the point. That is why it was of question- 
able value. We had a contract to provide 600,000 killowatts of every 
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hour of every day of every month of every year, if called for, we had 
to stand ready to prov ide it even if it was only for 1 hour per day. 

The resultant effective load factors made some power that might 
or might not be available from time to time. If it is off peak, there 
would probably be a time when we had excess power of our own and 
it would have no value tous. It might have had some worth, it might 
not. It was power we could not count on and certainly was not 
attractive to us as a means of going into this transaction. 

Senator Krerauver. What was the load factor in Memphis, Mr. 
Dixon ? 

Mr. Drxon. I would guess it was somewhere around 60 to 65 
percent. I don’t know. 

Senator Kerauver. Sixty-two percent, was it not, as a matter of 
fact, estimated ? 

Mr. Dixon. I made a pretty good guess. I said 60 to 65. 

Senator Krrauver. Anyway, that did mean that there would be 
times when there would be surplus power available. Mr. Dixon, we 
understand, we know, that this is not the EEI and the OVEC type of 
contract where the contract is for a certain amount of prime power 
which must keep the gaseous diffusion plants running day in and day 
out, where they use the same amount day in and night out. This is a 
contract where there was a lower load factor, to wit, the city of 
Memphis. That is true; is it not? 

Mr. Dixon. No, sir; we contracted for firm power for 600,000 kilo- 
watts, and as far as we were concerned, we were standing ready at all 
times to deliver that power. 

Senator Keravuver. But while you contracted for it, you knew that 
there would not be any such use for 600,000? 

Mr. Dixon. No, sir; I did not know that. 

Senator Keravuver. Well, you knew the load factor for Memphis 
was 60 percent. 

Mr. Drxon. It had no place in my thinking. I was delivering 
power to the Tennessee Valley Authority for the account of the 
Atomic Energy Commission. If they wanted 600,000 kilowatts at 
any time when we had at least two machines running, they were 
going to get it. 

Senator Krravver. Of course, you knew none of this power was 
actually going to the Atomic Energy Commission, did you not ? 

Mr. Dixon. It might. I know we did the same sort of thing in 
1950 and 1951, and they were delighted to get in on a replacement 
basis. 

Senator Krerauver. You knew the power was needed at the city of 
Memphis and there is where the power would be used ? 

Mr. Drxon. I knew that the TVA had indicated a need for power 
in the west Tennessee area. We had contracted to deliver power into 
the TVA grid for whatever purposes they would use it. We did not 
‘are where it went. 

Senator Kerauver. Well, anyway, you knew that not one kilowatt 
of this power was ever going to go up to Paducah ? 

Mr. Dixon. I did not know whether it would or would not. 

Senator Krerauver. You knew that the TVA already had steam 
plants at Shawnee and you knew that EEI had steam plants at Joppa, 
that these were long-time contracts and they were furnishing power 
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to the Atomic Energy works up there, and that this power was not 
going to go up to Paducah. You knew that, did you not 

Mr. Dixon. No, sir; I never know where electric power goes. It is 
a queer animal; you just don’t know where it is going to wind up. 

All I know was that they were contracting to put 600,000 kilowatts 
into the TVA grids, and they could have it every hour at every day. 
I didn’t care whether it went to Oak Ridge, Johnsonville, or the city 
of Memphis. It was of no concern to us. ' 

Senator Kerauver. Of course, you will agree, I take it, Mr. Dixon, 
that since the city of Memphis is going to build its own steam plant, 
and the President said that that satisfied the needs, at least in the 
mind of the President shows he did not expect this power to go up 
to Paducah. 

Mr. Dixon. I have no idea what is in the mind of the President, sir. 
He gave a directive to the Atomic Energy Commission in accordance 
with which we entered into this contract. He issued another directive 
as a consequence of which we will bow out graciously. We have been 
patriotic, ethical. Everything we have done has been in accordance 
with what we consider to be the policy point of view of the admin- 
istration. 

Senator Keravuver. In any event, from the viewpoint of the Presi- 
dent and the Government, you take it, when they feel that the need is 
met by Memphis going to build its own steam plant, that showed that 
the power was for Memphis and that area and not for Paducah ? 

Mr. Dixon. It is immaterial to me. 

Senator Keravuver. Sir, I say, do you understand that was the atti- 
tude of the Government by virtue of the cancellation of this contract 
with you? 

Mr. Dixon. It still had no bearing on my going into this transaction, 
sir. 
Senator Kreravuver. Mr. Dixon, I am just asking you if you under- 
stood from the announcement that that was the attitude of the Gov- 
ernment; that since Memphis was going to build its plant, that satis- 
fied the need for which they had contracted with you. 

Mr. Dixon. I understand two things, sir. I understand that the 
city of Memphis has said that they would accept the sole responsibility 
for their power needs. 

I understand, second, that the TVA had said in that situation they 
would need no additional power sources in west Tennessee. Under 
those conditions I think the President did exactly right. 

Senator Kerauver. Well, I am glad you agree with the President. 
As a matter of fact, if you had gotten in touch with the city of Mem- 
phis in the beginning or the TVA in the beginning, and consulted 
with them, this whole matter might not have ever arisen; but you 
did not consult with them. 

Mr. Dixon. You know that is a very strange thing, Senator. I 
was hoping you would ask that question, because Mayor Tobey, within 
the last 10 days, has made the statement he made the decision to build 
this plant when he was advised by the Senators it was the only way to 
kill the Dixon- Yates power contract. 

Senator Krrauver. Well, I have not seen Mayor Tobey’s state- 
ment. I want to say personally on my own, and I am sure you under- 
stand my position, that I think it is unfortunate that Memphis is put 
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to the expense and trouble of building its own plant, taking it substan- 
tially out of the TVA system. 

But if that was the only method of preventing the operation of the 
Dixon-Yates plant, I want no misunderstanding about my position. 
If that was the only alternative, I would be for it. 

Mr. Dixon. I only quote what the mayor said, sir. If you would 
like to see what the press said about it, I would be glad to give you 
my only copy. F 

Senator Kreravuver. Well, that is very nice of you. Thank you very 
much for giving it to me. 

I see no great variance in what the mayor has said and my ultimate 
attitude, although I don’t remember the particular conversation. 

Now, Mr. Dixon, after your meeting of January 20 at which you 
suggested and others suggested that the place to build the plant was 
somewhere where the power was needed across from Memphis, and 
that is set forth in the January 14 chronology of the Atomic Energy 
Commission; what did you do then? Whom did you negotiate with 
and whom did you work with? 

Mr. Drxon. Following the January 20 meeting up until the date 
when we filed our proposal, our initial proposal on February 25, 1954, 
I called upon our counsel initially, my own associates. 

I employed Ebasco Service to render technical advice and _assist- 
ance, and I had a series of meetings or conferences, if you will, with 
representatives of the Bureau of the Budget. 

Senator Kerauver. Mr. Dodge or Mr. Hughes and who else at the 
Bureau of the Budget? 

Mr. Drxon. I am the world’s worst at names, too. Mr. Dodge sev- 
eral time, Mr. Hughes several times, Mr. McCandless, some of their 
staff whose names I don’t recall, sir; Mr. Wenzell, let me add that 
quickly, he was in some of those meetings. 

Senator Krravver. All right. Now, we will get to Mr. Wenzell. I 
want to say in this connection, Mr. Dixon, that I have read your testi- 
mony about what you have testified about in connection with Mr. 
Wenzell before the Securities and Exchange Commission, both the 
equity proceedings and the debt proceedings, in which you testified 
that Mr. Wenzell was not important in the matter at all, that he was 
just there, that he sat in the back row, that you did not place any sig- 
nificance to his being there, that he was just an observer, I believe is 
the word you use. 

I have read your testimony before the SEC in the debt proceeding 
in which you describe Mr. Wenzell’s participation as very minute and 
inconsequential. 

I have also read Mr. Wenzell’s testimony before the SEC and Mr. 
Linsley’s testimony down there before the SEC; Mr. Wenzell’s testi- 
mony before this committee, in which Mr. Wenzell has stated, and 
certain documents that have been filed bear it out, that he saw you a 
number of times, that in many matters he was the sole negotiator with 
Dixon- Yates, that he was the one who prepared and gave you the oral 
information with reference upon which you based your letter, your 
offer of February 25, that he was the one, on his testimony, who then 
went back to try to get you to negotiate a smaller price. 

And we have the memorandum from Mr. Fields in which General 
Nichols on April 3, 1954, testified that he, Mr. Fields, brought in the 
Nichols memorandum in which Mr. Nichols told Mr. Wenzell that you 
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were getting within the price range and to go back and try to negotiate 
with the Dixon-Yates people for a little lower price. 

Mr. Wenzell reviewed the proposal of February 25 and he reviewed 
the proposal of April 10; that in many of these he was the mouthpiece 
and sole voice. 

Now, Mr. Dixon, these two statements just don’t stand together, your 
testimony before the SEC and the testimony and the documentation 
as to the part that Mr. Wenzell played here. 

So I wish you would just forget about what has been said before and 
just tell this committee what negoti: itions and what meetings and what 
discussions, what part you had with Mr. Wenzell in this entire matter. 

Mr. Dixon. Well, let me first say, Senator, that I think there is no 
basic conflict in what Mr. Wenzell actually said and what I actually 
said. ‘The record, of course, will support that. 

Let me add, too, that things are relative, and from my point of view 
I would be delighted to tell you in essence what happened during this 
period. 

Senator Krrauver. Let me make this clear now about your testi- 
mony before the SEC. In your first testimony in December of 1954, 
counsel for the State of Tennessee had a memorandum, the so-called 
Seal memorandum. 

Mr. Dixon. That was a memo, if I may interrupt, sir, that we gave 
your committee a year ago. 

Mr. James. I wonder if Mr. Dixon could finish his answer, Senator. 
You asked him a very long question and it seems to me that it covered 
a wide range of subjects. 

Senator Krerauver. If it will help you, Mr. James, I will just with- 
draw my second question and we will let him go ahead and testify. 

Mr. Drxon. Let’s back up. 

Senator Kerauver. You said you did not think there was any basic 
conflict. 

Mr. Drxon. In substance, between what he actually said and what 
I have actually said. And I said also that things are relative. 

I ae deny that Mr. Wenzell and I saw each other a number of 
times. I don’t deny that he was in some meetings that I attended. 
My definition of a “mouthpiece” and yours might vary a great deal. 
To me a mouthpiece is not 

Senator Kerauver. This wasn’t my definition. This was his defi- 
nition. 

Mr. Drxon. I saw he used the word. I didn’t hear him define it. 

Senator Kerauver. Mr. Wenzell said he was the mouthpiece. I 
am not saying he was. 

Mr. Drxon. I didn’t see where Mr. Wenzell defined what he meant 
by that. Itistrue Mr. Wenzell, according to my definition of “mouth- 
niece,” did some things for me that were valuable to me at the time, 
but were relatively unimportant with relation to the whole. 

Now, what were we faced with? We were asked if we could make 
a proposal to supply certain power needs that would involve a very, 
very large sum of money. We were told that it would have to entail 
risk on our part. It would have to be a firm contract, not cost-plus. 
It would have to be a situation where some debt would be owing at 
the end of the 25-year contract period. 

We were told that the price would have to be competitive, and, 
query: “Can the electric power industry, or particularly your com- 
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pany, or you and your associates, come up with a proposal that would 
meet those requirements?” We said we would try. 

Senator O’Manoney. May [I interrupt at that point? 

Mr. Dixon. Certainly, sir. 

Senator O’Manonery. You state in these terms, “we were told, we 
were asked.” 

Mr. Drxon. Those are the ground rules, as I understood them, sir. 

Senator O’Manoney. Who imposed those ground rules? 

Mr. Drxon. My recollection is that that came from the Bureau of 
the Budget. This was the sort of proposal they were seeking that 
would meet those requirements. 

Senator O’Manonery. Who laid them down? Now you recite them 
with great facility. You know what they were, but don’t you know 
who laid them down ? 

Mr. Drxon. Not definitively. They are important to me because 
these were the standards I had to meet. 

Maybe it was Mr. Hughes. It might have been Mr. McCandless. 
I don’t know who it was. But the important thing is, someone speak- 
ing for the Government said, “This is the sort of thing we are seeking. 
Is it possible to make a proposal that would meet these requirements?” 
That stuck in my mind. 

Senator O’Mauonry. It is very important to find out who “we” 
were. 

Mr. Drxon. I believe the Bureau of the Budget, sir. 

Senator O’Manoney. I put the “we” in quotes. 

Mr. Drxon. These ground rules 

Senator O’Manoney. Because we have the testimony of the SEC 

Mr. Drxon. It was not the SEC. 

Senator O’Manonry. There you interrupted me, sir, before I 
finished. 

Mr. Dixon. I am sorry, sir. 

Senator O’Manoney. We have the testimony of the SEC and one 
of their exhibits of a conference that consisted of representatives of 
about half a dozen Government agencies, so it is very important to 
know just what the initiation of this was. 

The President in his most recent press conference referred to Mr. 
Joseph H. Dodge as the man who initiated it all. Now today in 
the statement which you gave out in preparation for your testimony 
here, you say on page 1: 

It is a well-established fact that we entered into this transaction— 


meaning Middle South. 

Mr. Drxon. Middle South and Southern Co.’s. 

Senator O’Manoney (reading) : 

We entered into this transaction solely as a consequence of a directive by 
the President of the United States to the Atomic Energy Commission to explore 
the possibility of securing an added source of electric power. 

Mr. Dixon. That’s right, sir. 

Senator O’Manonry. Now, that is a very clear, explicit statement, 
but it lacks detail. 

Mr. Drxon. May I respond to that, sir? 

Senator O’Manoney. Yes, sure. 

Mr. Drxon. That is exactly what happened, and I think that is 
borne out completely by the chronologies. 
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Senator O’Manoney. What did you know about the directive of 
the President? Did you ever see it? 

Mr. Dixon. No, sir. I believe there are many, many papers writ- 
ten. I think it is in one of these chronologies, the correspondence that 
passed between the Bureau of the Budget and the AEC. 

Senator O’Manonry. When did you first hear of it? 

Mr. Dixon. At the meeting of January 20 we learned of the desire 
for an added source of power. 

We understood then, at least I understood for the first time, that 
the goal was to seek an added source of power whereby the Atomic 
Energy Commission could relinquish some of its power demands back 
to TVA, relieve the pressure on ‘TVA, so they would not be required 
to spend $80 million of taxpayers’ money for a new steam-electric 
station on the banks of the Mississippi River. That was spelled out 
at that meeting. 

Out of that evolved the, I think, proper decision that the wise, the 
prudent thing probably, the most economic thing, would be to build 
a new power source not near Paducah, Ky., but near Memphis, Tenn., 
where TVA said they needed the source of power. 

Senator O’Manoney. To make sure that I understand 

Senator KEFAUVER. Senator O’Mahoney, talk a little louder. The 
press claims they have a hard time hearing us Senators. 

Senator O’Manoney. Well, it is hard to get along without a micro- 
phone these days. 

In order that I may not misunderstand the situation, I want to 
find out from you just who presented this to you and who was in the 
conference when it was presented to you. 

Mr. Dixon. This ne lem that I have just described was ween 
at the meeting of January 20, which is covered in the chronolog 
both the AEC and the Bureau of the Budget, and I can add a 
to that as to who was in attendance. 

Senator O’Manonry. Did you ask any questions about it? 

Mr. Dixon. Oh, I am sure I did. 

Senator O’Manonery. I am sure you did, too. 

Mr. Dixon. This was the basic problem of what they needed, what 
the deal was, “What do you want?” 

Senator O’Manonry. That is what we are trying to find out. Now, 
what was the deal # 

Mr. Drxon. The deal was that they were looking for an added 
source of power that could be used in substitution of power then being 
contracted for by TVA to the AEC, and thereby relieve the pressure 
on the TVA so that they in turn would not have to build a steam- 
electric station at taxpayers’ expense on the Mississippi River. That 
was the deal, and I guess “deal” is a bad word in this situation. 

Senator O’Manonry. Oh, no. There are all sorts of good deals, 
you know. New deals. 

Mr. Drxon. There was no deal in that sense, sir. I am glad you 
have a sense of humor. 

Following that meeting at the Atomic Energy Commission, we 
had a second meeting as disclosed in these chronologies at the Bureau 
of the Budget. It was at the second 

Senator O’Manoney. Did anybody ever tell you at that time that 


this new power was to provide the municipally owned plant at Mem- 
phis with electric energy ? 
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Mr. Dixon. The requirement, as I understood it, was for a contract 
with the Atomic Energy Commission to provide power in replacement 
of power then being served them by the TVA. 

Initially I think they sought a source of power at Paducah. Pre- 
sumably our arguments that ‘that was an uneconomic way to deal with 
the problem were persuasive. We submitted that a more economic 
way would be to build a new power source near the west Tennessee 
area, where TVA said they had to have another power station. 

Senator O’Manonery. Now, this new power source, as it has been 
laid out to me at this table by the witnesses who have come—I have 
had no opportunity to do independent research—involved the creation 
of a new generating company for, No. 1, in West Memphis, Ark. 

This was to be capitalized at $514 million, and it was to borrow 
through insurance companies on bonds, presumably to be secured by 
the plants, some $92 or $93 million. 

It was also to borrow on unsecured notes from various banks some 
$23 million or $24 million, in addition. 

Therefore, it was a company with a capital stock of $514 million 
put up by 2 holding companies, and the funds, $92 million of them at 
least, were to be put up by insurance policyholders of some important 
insurance companies, and $23 million were to be put up by banks out 
of the deposits of bankers. 

The ratio of debt to equity becomes important when it appears from 
the release of the SEC that the cost of the plant that a $514 million 
subsidiary of 2 big holding companies was to build, would amount to 
about $106 million, including about $2 million working capital. 

Now, what has been puzzling me is to find out how that can be 
represented as saving money for the taxpayers ? 

Can you tell me? 

Mr. Drxon. Well, for a gentleman who has made no independent 
survey, you certainly have a lot of facts and figures readily at hand, 
sir. 

I think you are discussing primarily an end result. Many of the 
factors you cited evolved over a long period of time. 

Now, let me say first that while it may be true that as finally 
sented our financing plan contemplated a company that had $3, 
million of equity, let me add also, sir, that the debt securities were sup- 

ported by the faith and credit of Middle South Utilities and the 
heathens ‘n Co., and represented good security that a sophisticated in- 
vestor—two New York life-insurance companies were willing to invest 
their funds in. 

Senator O’Manoney. How much did Harvard University know 
about this deal ? 

Mr. Drxon. Well, let me say the deputy treasurer of Harvard Uni- 
versity knew something about it. He happens to be one of our direc- 
tors, and we keep our directors thoroughly informed as we go along 
on these situations. 

Senator O’Manoney. Well, that question misfired completely. 

Mr. Dixon. But I think we will get along just fine if we can visual- 
ize that you start with a problem, you sit around a table and what are 
some possible solutions to a problem? You go back home and study 
and see if you can come up with something that will meet certain char- 
acteristics, and you do. Out of that, we went along to February 25. 
Subsequently we had a good deal more time. 





POWER POLICY 871 


We spent a lot for engineering talent, and by April 10 we were able 
to sharpen our pencils and come up with a proposal that was very 
much more favorable. 

May I just follow through with a little chronology, and I think we 
can orient this thing. 

It was only after that was filed that we then had time to sit down to 
start to formalize the kind of financing that we might have. 

Now, we had talked in general terms of what will overall money 
cost on a high debt ratio -apitaliz: ition. We think we have very in- 
formed opinion in our own shop on financial things. 

We test it and receive the ie eres of others, and we relied upon, 
ultimately, the judgment of First Boston Corp. We seek these 
opinions ¢ all the time. We do it time and time again. It is beside the 
point. 

Senator O’Manonry. We are just jumping over one of the little 
hurdles. 

Mr. Dixon. I will come back to you if you want me to. 

Senator O’Manonry. O. K. 

Mr. Dixon. I just want to make the point that we were some weeks 
cutting, trying to find out what is the best security from the view- 
point of the potential purchaser, and the best security from the issuer, 
and out of that came a general plan along about the middle of May 
1954. There was a memorandum presented to the potential lenders, 
and I think that document is before your committee, too, sir. 

Senator O’Manonrey. Let’s get back to this first conference. Was 
somebody there with you representing the same interests that you 
represented at that first conference in January ? 

Mr. Dixon. The January 20 conference? I think I was the only 
one from our group at that one, sir. 

Senator O’Manoney. Was Mr. Yates in the group at that time? 

Mr. Dixon. No, sir. Mr. Yates—it was a month or so after that 
before Mr. Yates decided he would go along with me on this situation. 

Senator O’Maunonry. Did you invite him in? 

Mr. Dixon. No, sir; I went down to find out what the problem was 
that day. 

Senator O’Manonry. I mean, did you at any time invite him in? 

Mr. Dixon. To join me in this proposal ? Yes, sir; I sure did. I 
made a wide-open invitation for anybody to join me. 

Senator O’Mantoney. In what way did you do that ? 

Mr. Dixon. Mr. Yates and I met——- 

Senator O’Manoney. I say, when you made a wide-open invitation. 

Mr. Dixon. I shouted from the housetops all through the industry 
that if anybody wants a piece of this Mississippi V alley Generating 
Co., bless them, they can come in on the same basis that I am in. 

Senator O’Manoney. Did you publish any advertisement ? 

Mr. Dixon. No, sir; we didn’t publish any advertisement. 

Senator O’Manonry. Not even in the Wall Street Journal? No 
advertisement in the Wall Street Journal ? 

Mr. Dixon. We never got to sell the bonds, which is where you 
finally print your advertisement in the Wall Street Journal. 

Senator O’Manoney. But how about the electrical journals, the 
utility journals? 

Mr. Dixon. We printed no ads, but I met frequently in utility 
groups. 
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Senator O’Manonery. Was any other utility group or leader of any 
other utility group present at this meeting ¢ 

Mr. Dixon. Mr. McA fee was there, sir. 

Senator O’Manoney. And he represented what ? 

Mr. Dixon. He was there. Union Electric Co. of Missouri. He is 
president of that company. Also president of Electric Energy, Inc. 
He elected not to go along on this thing. 

Senator O’Manoney. Are you associated with that last company ! 

Mr. Dixon. I am a vice president and director of Electric Energy. 
I have no connection whatever with Union Electric Co. 

Senator O’Manoney. But Electric Energy is one of your companies, 
as it is one of Mr. McA fee’s companies ? 

Mr. Drxon. I have a 10 percent interest in that, or let me say Middle 
South Utilities has a 10 percent. I am just the professional manager. 
And Union Electric has a 40 percent interest. 

Senator O’Maunonry. These were both members of the club? 

Mr. Dixon. They are both, I think, esteemed members of the utili- 
ties industry. 

en O’Manoney. But of this particular club in the indus- 
try‘ 

Mr. Dixon. Electric Energy, Inc., is no club. It is a serious busi- 
ness venture. 

Senator O’Manoney. You have an interest in it, sir. They call 
the Senate a club, sometimes, but it has serious business to attend to. 

Mr. Dixon. We have a 10 percent interest and our potential re- 
wards, if any, are far overshadowed by the headaches we have had. 

Senator O’Manonry. What I am driving at, was there ever any 
attempt by the Atomic Energy Commission to invite anybody else in ? 

Mr. Drxon. I don’t know. 

Senator O’Manonery. You called from the housetops, as you say, 
to have somebody come in and share in this deal. Did the Atomic 
Energy Commission do it? 

_ Mr. Dixon. Now, let’s back up here. At the January 20 meet- 

ing 

‘ pg O’Manoney. There has been a lot of backing up in this 
eal. 

Mr. Drxon. Well, we get out of bounds, it seems, a little bit. On 
the January 20 deal I was invited to attend a meeting where a problem 
was presented. Subsequently we had made a proposal on April 10. 
We had signed our name on the dotted line. 

Some people were saying we are going to make rather substantial 
profits, and I got sick and tired of hearing it, and I made it = busi- 
ness to let everybody in the industry know if anybody thought this 
was a bonanza and they wanted to participate and they would accept 
their share of the responsibility, certainly they could have a pro rata 
part of the benefits, and I had no takers, sir, other than Southern Co., 
who joined the proposal. 

Senator O’Manonry. That was done orally ? 

Mr. Drxon. It got wide enough circulation. I heard a Congress- 
man repeat it in a speech one night, much to my surprise, so I decided 
the word had gotten around. 

Senator O’Manoney. Well, you would be surprised at how the loud- 
speakers are all attuned to Congress. We hear everything, you know, 
some of it good, and some of it not too good. 
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Mr. Dixon. Well, I would have been delighted to have some part- 
ners join me, but none chose to. 

Senator O’Manonry. When did you first learn that the thing all 
hinged on what Memphis was going to do? 

Mr. Drxon. I don’t think—well, let me say, sir, I became painfully 
aware of that when the President decided that he would terminate 
this arrangement. 

Senator O’Manonery. That was a long time afterward, wasn’t it? 

Mr. Drxon. It certainly was. 

Senator O’Manoney. The financing had been done, and so forth. 

Mr. Dixon. Part of the equity money had been invested. The debt 
securities had not been drawn down, nor had their issuance been 
approved by the SEC. 

Senator O’Manoney. Well, I confess that I was just as much sur- 
prised as you, when on the night of the 30th of June I read the release 
that came from Mr. Hagerty, of the White House. I don’t know 
whether you ever saw that release; did you? 

Mr. Dixon. I did, later. 

Senator O’Manoney. Later; yes. “The administration has con- 
sistently advocated the development of power facilities through local 
initiative and operation wherever possible.” 

I am reading that from Mr. Hagerty’s statement of June 30. This 
was the statement which preceded the cancellation of the Dixon- Yates 
contract. 

Do you think that the construction of a generating company by two 
holding companies, Middle South and Southern, with such wide asso- 
ciates and subsidiaries, but so distant from Tennessee, could be char- 
acterized as local initiative and operation ? 

Mr, Drxon, Yes, sir, I thought it was a wise, prudent, and legal 
thing, and-—— 

Senator O’Manoney. No, I didn’t say 

Mr. Drxon. And in complete compliance with the standards of the 
Public Utilities Holding Company Act, under which we operate. 

Senator O’Manonry. Was it local? 

Mr. Drxon. Let me say, Southern Co. abuts the Tennessee Valley 
Authority on the south, we abut it on the west. We have many, 
many interconnections. We sell them large quantities of power, and 
it was a thoroughly logical thing powerwise. 

Senator O’Manonry. How na you call it local, when the stock 
was owned not by anybody locally, but by two holding companies, 
and the money for the construction of the plant was being loaned by 
insurance companies and banks, upon the credit of the holding 
company ¢ 

Mr. Drxon. I may have missed your point. I don’t get the sig- 
nificance. 

Senator O’Manoney. The point is this: Mr. Hagerty said: 


The Administration has consistently advocated the development of power 
facilities through local initiative and operation wherever possible. The Presi- 
dent, many months ago— 


he went on— 


recommended that the city of Memphis develop its own powerplant to supply 
the needs of the people in that area for electric energy. In the absence of any 
action by the city to accept this responsibility, the Federal Government made 


the necessary plans to provide adequate power facilities for the Memphis 
area. 
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You had no idea of that at that time, according to your testi- 
mony. 

Mr. Drxon. I think I see your point now. 

Senator O’Manoney. Let me read the last paragraph, because it will 
give you the whole thing to shoot at: 


In the light of the notification by the city of Memphis to the Tennessee Valley 
Authority, the President has requested the Director of the Bureau of the 
Budget to confer promptly with the Atomic Energy Commission and the 
Tennessee Valley Authority to determine whether it is in the public interest 
of the people in the area now to continue or to cancel the Dixon-Yates contract. 

Now, to my simple mind, that statement of Mr. Hagerty says that 
the President, from the beginning, was seeking to obtain power ‘for the 
city of Memphis, and that he urged the city of Memphis, through 
local initiative and operation wherever possible, to do this thing; that 
local initiative lacking apparently, he called upon Dixon- Yates. 

That isn’t local where you live. 

Mr. Dixon. We are a lot more local than the TVA, may I say, sir. 
We in New Jersey don’t like to pay those power bills in Tennessee, 
either. 

Senator O’Manoney. Now, don’t get me arguing about that. 

Mr. Drxon. We aren’t going to argue. 

Senator O’Manoney. Because I know that Tennessee and its many, 
many manufacturing companies and its many industrial units pour 
out commodities which are sold, I dare say, throughout the Tennessee 
Valley area, and help to pay the taxes that you taxpayers are so 
worried about in New Jersey. 

Mr. Drxon. And we do the same thing in Middle South and pay 
our own way down there. 

Senator O’Manoney. Yes, you pay your way and the consumers pay 
you to pay your way. 

Mr. Drxon. It is unfair on the consumers, I agree with you, sir. 

Senator O’Manoney. Unfair to the consumers. 

Mr. Drxon. Yes, sir. The consumers are taking a licking all over 
the country for the benefit of a subsidized few. 

Senator O’Manoney. I can talk to you about an area of which I 
know something, the Northwest. 

Mr. Drxon. I don’t know anything about the Northwest. 

Senator O’Manonry. Where I can point out to you, if it weren’t 
for the Bonneville project and the Columbia Valley project up there, 
the consumers would be paying a very much higher rate than they 
are, as a result of public power. 

This just resolves itself into a question of a public-private power 
fight, and that is a legitimate question. I recognize and wouldn’t 
hesitate to listen to all the arguments that private utilities may raise, 
but when I come to a holding company with vast subsidiaries, with 
28,000 stockholders, the largest of whom holds only 2 percent, know- 
ing that management is running this thing and management there- 
fore has the control of the production and the distribution of power 
to the people over vast areas, without any substantial regulation— 
why do I say that? Because it was testified here to us by Mr. Mc- 
Dowell that you said you would not permit a transmission line from 
the Mississippi Valley Generating Co. to be built into the State of 
‘Tennessee because you didn’t want to be subject to the regulation of 
the State of Tennessee. 
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And what was the substitute for that? The substitute for that 
was an application by the Bureau of the Budget which brought you 
into the picture to have the taxpayers of the United States build your 
transmission line for you at $614 million, $1 million more than your 
capitalization. 

Mr. Drxon. You don’t mind if I disagree with you, do you, Senator ? 

Senator O’Manoney. I don’t think you can disagree on the facts.. 

Mr. Dixon. But they are not the facts, as I understand them. 

Senator Krrauver. Shall we take a short recess here for about 
5 minutes? 

Senator O’Manonery. I wish I would get an answer before the 
recess. 

Senator Keravver. Allright. Let’s get an answer before the recess. 

We will defer our recess to see if you can give Senator O’Mahoney 
an answer. 

Mr. James. It isa long speech. It will take a long time. 

Mr. Dixon. If we were subject to regulation, sir 

Senator O’Manonery. Did you not make that statement with respect 
to the transmission ? 

Mr. Dixon. I made this statement, I am certain. I haven’t seen 
this particular passage, and I am certain the intent of whoever said 
that was exactly this. 

We operate, and by “we,” I mean the Middle South Utilities System, 
in an area in the South, the Arkansas Power & Light Co. serves in 
Arkansas is subject to very strict regulations, and properly so. T am 
all for regulation. We are subject to the Federal Power Commission, 
the Securities and Exchange Commission. 

We never had any intention of invading the territory of the Ten- 
nessee Valley Authority. We never had any intention of invading 
the city of Memphis. We never had any intention of trying to get 
the city of Memphis as a customer of ours. 

It is common practice, sir, in the utility business, to carry your 
transmission lines to your State border at which point your customer 
picks up. 

Senator O’Maunoney. In order that you may have his exact state- 
ment before you, I would ask you to let me read to you from the 
memorandum of August 31, 1954, exhibit 103, of this committee, 
addressed to the Commission by Robert A. McDowell, Director, Divi- 
sion of Corporate Regulation, re Dixon-Yates power contract. 
| Reading :] 





The financing program of Mississippi Valley will come to the Commission under 
section 6 (b) rather than under section 7 of the Holding Company Act, inas- 
much as the issuance of securities by Mississippi Valley is subject to the approval 
of the Arkansas Commission, and Mississippi Valley is incorporated and does 
business in that State. Mr. Dixon says that under no circumstances will he 
permit Mississippi Valley to run its transmission lines into Tennessee and 
thereby be subject in any way to the laws of that State. 

Now, what do I go on? 

Mr. Dixon. I think if I were you, I would read it exactly as the 
man gave it to you. It doesn’t happen to represent completely the 
expression of my views. We do do business in the State of Arkansas. 
We are thoroughly regulated there. We gladly have such regulation. 

Senator O’Manoney. You recognize there is a difference—pardon 
me for interrupting. 
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Mr. Dixon. That is all right. 

Senator O’Manoney. That there is a difference in regulation be- 
tween State and State? 

Mr. Dixon. Yes, there is; but our proposal, if you look at our early 
proposal, our contract, never indicated that we would go beyond the 
State border of Arkansas. It wasn’t to escape regulation. We have 
got all of that, and we are perfectly welcome to have it. 

Mr. Keerrr. Mr. Dixon, did you say what Mr. McDowell said you 
said ? 

Mr. Dixon. I don’t believe I said those specific words. I may have 
referred to regulation in the State of Tennessee, but that is by no 
means the sole reason why we were unable to build the transmission. 

Mr. Keerre. What did you say ? 

Mr. Drxon. I don’t know. It was an informal conference. I saw 
no reason for bringing Mississippi Valley under the regulation of the 
State of Tennessee, and it wasn’t contemplated by our contract. There 
is no mystery about this. 

Senator Keravver. All right. Let’s have a recess for about 6 or 7 
minutes. 

(Short recess taken.) 

Senator Kerauver. The meeting will resume. 

Senator O’Manoney. Had you finished your reply, Mr. Dixon? 

Mr. Drxon. Frankly, I just don’t remember where we wound up. 
Supposing the reporter reads it back. 

(The record was read by the reporter.) 

Mr. Dixon. I think it ended that specific question, but I certainly 
falied by a wide margin of answering your long question. Would you 
care to restate it piece by piece, or would you like me to tell you just 
exactly what did happen in this situation ? 

Senator O’Manoney. I would like to have you tell in your own 
words just what did happen. 

Senator Kerauver. Mr. Dixon, in answering your question, when 
you say “we” or “they,” let’s specify the individuals you are talking 
about, in response to Senator O’Mahoney’s question, if you will. 

Mr. Drxon. Thank you for the suggestion. That would be much 
better. 

I went to a meeting on January 20 at the Atomic Energy Commis- 
sion, which is set forth in the chronologies issued by both the AEC and 
the Bureau of the Budget. At that meeting the problem was posed. 

Following that meeting some of us went to the Bureau of the Budget 
for another meeting which is set forth in the same chronologies. My 
recollection is it was at the latter meeting when the Bureau of the 
Budget stated the ground rules, as I chose to call them before, of what 
they felt might represent some of the broad terms of a satisfactory 
proposal. 

As the records will show, Mr. McA fee had to leave the country, and 
he suggested that, “Edgar is a nice bright boy, I am sure he can figure 
something out.” re 

And he did leave the country. In company with our technicians, 
and by “our” I mean Middle South Utilities, our counsel, technicians 
of Ebasco Services, we had a very serious problem to face. Is this 
do-able ? ! 

In that context our important a were, can we build an 
installation of that size policywise? May we risk that vast amount 
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of capital? What can we do operationwise? What can we do in the 
way of a firm contract over 25 years? What are our risks? What 
would be our responsibilities in having a contract for 25 years and 
at the expiration of that time have a substantial debt with no contract 
upon which we would be the obligors? 

The problems were very diverse. Now, there was another very 
important problem, as I set forth in my formal presentation at the 
opening of this meeting that you were kind enough to let me read, the 
cost of money was a very important factor. 

I personally had had experience with Electric Energy, Inc., and 
we had used the high-debt ratio in that situation. It had worked very 
well. It enabled us to quote a cost of electric power that was of 
advantage to the Atomic Energy Commission. 

Naturally, that same pattern came to my mind. With my tech- 
nicians and associates we visualized varying kinds of ratios. Sup- 
posing we had 5-percent equity, 10, 20—and there is a good deal of 
what we call back-of-envelope arithmetic. All of that time we were 
concerned with the going rates for money. 

Now, I make the great distinction of the going rate for money as 
distinguished from the cost of a definitive financing plan. We, I think 
in our organization, Middle South Utilities, are quite expert in finan- 
cial things. We make it our business to be informed currently as to 
cost of money. 

What will the first mortgage bond sell for? Is it a good time to sell 
preferred stock? It isa function that we perform for our subsidiary 
companies which I think is extremely valuable. 

In conjunction with that, we are constantly keeping in touch with 
investment specialists, and we have many, many friends in the finan- 
cial community and in other financial centers that have matured over 
inany years of being in the financial end of the utility business, and 
we think nothing of calling any company, any major investment house, 
downtown and getting their advice. We have no thought that we are 
going to employ them; they have no thought they are going to be 
compensated, but whey they say, “We think you can sell this kind of 
a bond for X rate in current market conditions,” we are inclined to 
place great weight on that. 

With that in mind, and with Mr. Wenzell participating on behalf 
of the Bureau of the Budget, there is nothing more natural in the 
world that whenever I saw Mr. Wenzell to discuss overall costs of 
money—and I did seek his personal views. As our notions sharpened, 
as it came down to the time when we were going to present our pro- 
posal, I asked him if he would, as 2 favor to me, contact his people 
in New York. He said that he would and he did. 

Senator O’Manoney. His people in New York being the First 
Boston ¢ 

Mr. Dixon. Being the First Boston Corp. I understood he was 
doing some special work for the Bureau of the Budget and had planned 
to go back to New York when his assignment, whatever it might be, 
was completed. 

Senator O’MAunonry. Now, you were frequently meeting him and 
you knew he was representing the Bureau of the Budget, and you knew 
he was also a First Boston representative / 
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Mr. Dixon. He was not a representative of the First Boston at these 
meetings. I had never looked on him as anything other than repre- 
senting r the Bureau of the Budget in relation to this situation. 

Senator O’Manoner. But when you asked him to take it up with his 
people and see what financing could be worked out, surely you did not 
think his people were the Bureau of the Budget # 

Mr. Drxon. No, sir; I didn’t ask him to do exactly that. 

Senator O’Manonery. Well, I just used your own words. 

Mr. Drxon. I think not exactly, sir. I asked him if he would be 
kind enough to check with the First Boston executives in New York 
and get their opinion. 

Senator O’Manoney. Oh, now you have modified it, Mr. Dixon. 

Mr. Dixon. That is what I meant, and if I said other than that, I 
misspoke myself. He was being paid by First Boston. To me there 
was no contract. It was a thoroughly proper thing that I did at the 
time. It was something you do without thinking twice. 

Senator O’Manoney. I did not want to go into that phase of it. 
You are jumping ahead just a little. 

Mr. Drxon. I am trying not to. 

Senator O’Manoney. And I know Senator Kefauver does want to 
go into that phase of it because he sat here throughout the Wenzell 
investigation. 

I w: anted to go into, first, whether or not during all this period any- 
body else, any other utility company, was sitting in on any negotiations 
at all, or was this being tailored for your group. 

Mr. Dixon. During the period starting with January 20, it was only 
my own Middle South Utilities associates who were functioning. As 
we progressed, I met with Mr. Yates and some of his associates in con- 
nection with another matter one day. I told them of the problem. | 
told them we were seeking a solution. 

As an outgrowth of that, we had several other meetings with the 
Southern Co. and my recollection is that somewhere along about. the 
20th of February they made the decision that they would join with us 
in a proposal, and thereafter representatives of Southern Co. and their 
wholly owned service organization, Southern Services Co., partici- 
pated with us and with our experts. The Southern Co. attorney joined 
with us in formulating what developed to be the February 25 proposal. 

Senator O’Manonry. You see this was not apparently a proposal 
which the Atomic Energy Commission submitted to the public by 
advertising for bids. It was a proposal which was going through long 
negotiations, first with yourself, with Mr. Wenzell appearing in the 
financing end of it. 

Various people met, from various agencies; conferences were held 
in the White House. Mr. Wenzell told us how he was taken over there 
on one occasion by Admiral Strauss and on another occasion by Mr. 
Hughes. 

(Subsequent to the adjournment of these hearings, and on rereading 
the official record, Senator O’Mahoney indicated he had inadvertently 
mentioned that it was Mr. Wenzell who had gone to the White House. 
Actually, it was Mr. R. W. Cook, Deputy General Manager of the 
Atomic Energy Commission, who had testified that he, Mr. ‘Cook, had 
gone to the White House under these circumstances. ) 

Mr. Drxon. I know nothing of those meetings. 
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Senator O’Manonry. So that that is the picture that we have. My 
question to you was, To your knowledge was anybody else being given 
the opportunity to work out a contract 4 

Mr. Dixon. I think I can clarify that, sir. I was asked, and Mr. 
McA fee“was asked, whether there was a solution to this problem that 
we might suggest. The solution that finally was suggested was the 
proposal of February 25 jointly entered into by Southern Co. and by 
Middle South Utilities. 

Now, bear in mind, we hadn’t been promised anything. We hadn’t 
been given any assurance that there was going to be a contract, that 
that proposal was even going to be considered. 

They said, “Can you offer something?” and we did. Subsequently 
we sharpened it up. We offered a better one on April 10. It was 
not until June 30 that we were advised that, “Your proposal has been 
considered.” 

In the meantime, I understand, they considered at least one other. 
“Your proposal seems to represent the outlines of a doable situation. 
Will you sit down and negotiate?” 

And then only did we start the long, arduous task of negotiations 
looking to a contract which did not get signed until November 11, 1954. 

Senator O’Manoney. The articles of incorporation of Mississippi 
Valley Generating Co. were executed in the city of New York on 
July 16, 1954, before a notary public named Frederick Farran. They 
were signed by William A. Hamlin, William R. Badger, and Philip J. 
Cullen as incorporators. And in the articles of incorporation—and 
by the way, this was a perpetual corporation—article 8 said: 

The name and post office address of each of the incorporators and the number 
of shares of common stock subscribed by each of them are as follows. 

And then appear the names of the incorporators, the post office 
address for each one is 120 Broadway, New York 5,N. Y. Each has 
one share of stock, and in article 7 of the charter it is recited: 

The amount of paid-in capital with which the corporation will begin business 
is $300. 

Now, who are these three incorporators of your company living at 
120 Broadway ? 

Mr. Dixon. I don’t know. 

Mr. JAmes. May I answer that, Senator ? 

Senator O’Maunonry. Yes. 

Mr. James. That certificate of incorporation was drafted in my 
office and just as a routine matter, after we prepared the certificate 
in the form which the client wants it, we turn it over to Corporation 
Trust Co. who have offices in these States and have men who service 
this and set it up with minimum capital. 

Senator O’Manoney. But these gentlemen have offices at 120 
Broadway ? 

Mr. James. That is Corporation Trust Co.’s address. 

Senator O’Manonry. They were not residents of Arkansas? 

Mr. James. No, sir. 

Senator O’Manonry. Because it is incorporated in Arkansas? 

Mr. James. That’s right. They take care of the filing of the charter 
down there and qualifies ition and do the clerical part of it and the 
part that is necessary, the routine part of getting it organized, and 
then the company takes it over. 
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Senator O’Manonry. In this routine were they actually stock- 
holders ? 

Mr. James. Yes; they subscribed for the stock, but the subscrip- 
tions were then assigned to Middle South and Southern Co. I don’t 
know which ones took them over, those particular shares, but they 
are de minimis so far as the amount is concerned. It is just to get 
the thing started. 

Senator O’Manoney. Oh, yes, of course. This is just a special in- 
terest of my own because it illustrates how local business and local 
initiative is not carried out, do you see, the local initiative that Mr. 
Hagerty said the President wanted from the beginning, in this case 
emanated from 120 Broadway with three dummy stockholders. 

Mr. James. We have local counsel in Arkansas, Senator. 

Senator O’Manoney. Oh, I have no doubt. 

Mr. James. But this was just clerical routine. 

Senator O’Manoney. Counsel to carry your hat when you go into 
court there. 

Mr. James. No; you are quite wrong about that. In matters in 
Arkansas they represent the company fully. 

Senator O’Manonery. Mr. Chairman, I want to bring that question 
out. I know that you want to go into these other matters. 

Senator Kerauver. I am glad you did bring it out, Senator 
O’Mahoney. Any other questions, Senator O’Mahoney, at this time? 

Senator O’Manonry. | know that you will want to go into the tax- 
wise provisions of this and how this type of organization is very bene- 
ficial. 

Senator Keravuver. That will be gone into later on. I was anxious 
at this point to get this situation clarified, if it is possible. 

Mr. Dixon, when you testified in the equity proceeding before the 
SEC in December 1954, at which nobody knew anything about Mr. 
Wenzell, the counsel for the State of Tennessee had a memorandum 
in. which his name was just mentioned but he was not identified. You 
did not say anything about it. 

You were asked about your conferences with the First Boston, and 
you said you negotiated and talked and relied upon Mr. Linsley 
directly or indirectly. 

Then later on in June 1955, when you were testifying before the 
Securities and Exchange Commission back in the equity proceedings, 
Mr. Wenzell did not exist as far as your testimony was concerned. 
In June of 1955 Mr. Wenzell was just an insignificant observer. You 
just saw him around casually. 

Now, in your testimony it is quite apparent that Mr. Wenzell was 
a much more important person, that he actually was the man that pre- 
pared the memorandums about the financing, the cost of money, that 
you discussed that with him, that he is much more important in these 
negotiations. And it is apparent to me that the full facts about this 
have not been brought out, and I wanted to ask you about it. 

Mr. Drxon. I am delighted. I think they should be brought out, 
and I think there is no conflict, sir. 

Senator Kreravver. All right, sir. Now will you proceed. Do you 
want to proceed or do you want me to ask you specific questions! 

Mr. Dixon. Let me tell it in my own way, if I may. In the first 
place, let me say that the State of Tennessee did not wangle that 
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memorandum out of us or anybody. We gave that memorandum to 
your committee a year ago. 

We named Mr. Wenzell in the memorandum. Obviously, there was 
no ae on our part to conceal him. I say that purely as back- 
ground. I said before, things are relative. 

oa Keravuver. Of course, let it be made clear that only the 
name Wenzell appeared. No one knew or, rather, we did not know 
who Mr. Wenzell was. Apparently the attorney for the State of 
Tennessee did not know who Mr. Wenzell was. Just the name Wen- 
zell was inthe memorandum. It did not say whether he was connected 
with the Bureau of the Budget, First Boston Corp., or anybody else. 

Mr. Drxon. I am coming to that, sir. 

Senator Kerauver. So that was the situation when you first testified 
in the equity proceedings. 

Mr. Dixon. Let me tell you the facts. I think my testimony will 
support those facts. 

Senator Kerauver. All right, sir. You tell us the facts. 

Mr. Dixon. As I said before in response to Senator O’Mahoney’s 
questioning, things are relative. 

The important things to me early in the preparation of our proposal 
were the engineering, the technical matters, the policy matters, and 
there were many, many people much more important in that situation 
than Mr. Wenzell. 

Mr. Wenzell did participate. Lord knows how many other people 
were In meetings of one kind or another. I couldn’t name them at 
this point. They were relatively unimportant to me. 

Some of our engineers who were key people making decisions on 
which I relied, far more important than anything else Mr. Wenzell 
lid, have completely escaped my memory today. 

Mr. Wenzell was one participant, and whatever meetings he says 
he attended that I attended, I subscribe to. He was not important 
in my thinking for this reason. 

We exchanged views on the general market conditions. Prior to 
nay submitting a plan, I asked him as a personal favor—I was very 
busy im those days—if he would contact First Boston executives in 
New York. J wanted a notion of what the firm thought that securities 
of a company, somewhat similar to Ohio Valley Electric Corp., might 
sell for in then existing markets. 

Very frequently, sir, at the time I took it for granted he would con- 
tact Mr. Linsley. I never asked him whom he talked to. I noticed in 
his testimony Mr. Linsley apparently was out of town, out of the 
country, perhaps. 

He contacted other important people in First Boston Corp. He 
relayed the information to me that in the opinion of First Boston, secu- 
rities, generally debt securities—and we did not know at that. time 
whether we would have all mortgage loan or part mortgage loan and 
part bank loans, but generally that sort of thing, under then market 
« onditions—they felt could be sold at 31% percent. 

I never asked them to reduce that to any formality. It coincided 
with what I believed to be our own intelligent, sophisticated view of 
market conditions, and we used it in our computations. 

Mr. Wenzell did not participate in policy matters. He did not 
participate in the formulation of how or why we should go about 
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this thing. And for that reason he was relatively unimportant in 
my mind. 

Now, I want to do no discredit to Mr. Wenzell. He is a fine gentle- 
man. He, I underst and, is a director and has been an officer of First 
Boston. His field is finance. He is respected in this field. But in 
relation to the work that I was then doing, he played no important 
part in my mind, 

Subsequently I think that was not altered. Every time I saw him 
I talked about market conditions. I do it with anybody in the finan- 
cial community that is nice enough to talk to me. I am always inter- 
ested in market conditions. 

We sharpened our pencils a good deal. We had time to do a great 
deal more studying. Our engineers made very, very extensive, ex- 
haustive surveys, and as a consequence, we were enabled to prepare 
a proposal very, very much more advantageous to the United States 
Government. 

But because it had been sharpened down, I again checked market 
conditions. No financing plan; we didn’t have one. I did check 
market conditions. 

I believe I again asked Mr. Wenzell if he would do me the favor of 
contacting executives of the First Boston Corp. He did. We signed 
a new proposal. 

We then went to First Boston Corp., and by “we” I mean myself 
and at least one other associate of Middle South Utilities, and asked 
them if they would confirm their verbal advice with a letter. They 
did. 

A copy of that letter was given to this committee over a year ago. 
It was presented before the SEC. It has been thoroughly publicized. 

So from our viewpoint, I think that is a fair, concise statement, and 
while doing no detriment to Mr. Wenzell’s importance for whatever 
he may have been doing, his function was not an important one in 
relation to the formulation by Middle South Utilities and Southern 
Co. in our proposals. 

He did not participate in any negotiations with the lenders. He did 
not participate in any of the negotiating sessions with the Atomic 
Energy Commission, and so help me, I have no idea in the world 
what he did after the middle of April. 

Senator Keravuver. Is that it? 

Mr. Drxon. That is it. 

Senator Krrauver. Then Mr. Wenzell’s word as to the interest rate 
on money was the advice that you substantially relied upon? 

Mr. Drxon. I asked Mr. Wenzell 

Senator Kerravuver. Insofar as the First Boston Corp. was con- 
cerned. 

Mr. Drxon. No, sir; may I finish my answer, sir? I specifically 
asked Mr. Wenzell to contact executives of the First Boston Corp. 
in New York and get me the firm opinion, and when Mr. Wenzell 
spoke of himself as “being the mouthpiece, to me he was relating and 
relaying to me the information he received from the executives of 
First Boston Corp. in New York, and nothing more. 

I did not rely on Mr. Wenzell’s opinion. I respected it; I did not 
rely on it. 
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Senator Kerauver. Anyway, the message that Mr. Wenzell brought, 
whether it was his own opinion or whether he got it after consultation 
with his associates in First Boston, was what you relied upon? 

Mr. Dixon. And I make a great distinction. I think that is impor- 
tant. Asa matter of fact, sir 

Senator Kerauver. Well, Mr. Dixon, let me just get that clear. 
The message that Mr. Wenzell brought to you as to éhe interest rate 
both before the February 25 proposal and before the April 10 pro- 
posal was what you relied upon in the last paragraph of your letter 
that you had been informed that securities could be sold in accord- 
ance with what you said in those proposals. You relied upon the 
message that Mr. Wenzell brought you? 

Mr. Drxon. I relied on the advice of First Boston Corp. as relayed 
to me by Mr. Wenzell. 

Senator Keravuver. Then let’s go back, Mr. Dixon, to the time when 
you testified before the equity proceedings. At the bottom of page 
1074, and I am identifying these pages so that you will have them 
there, Mr. Volpe at the bottom of the page was asking you about 
the eighth memorandum that he had sent out to his stockholders. That 
is exhibit 96. Reading from the eighth memorandum: 

The First Boston Corp. has advised Mid-South and Southern that they can 
sell the $114 million of 3'4-percent bonds to insurance companies under present 


market conditions. The $6 million equity should show a return of 9 percent 
after taxes. 


Mr. Dixon. I am sorry, sir, what page is that ? 
Mr. Keerre. Reading from exhibit 96. 
Senator Keravver. I am reading from the eighth memorandum. 


Mr. Drxon. I don’t have that before me. 

Senator Keravuver. At which time Mr. Volpe was asking you about 
it at page 1074 of the transcript in the equity proceeding. 

He had previously asked Mr. Yates about this memorandum, and 
Mr. Yates had said that he had a talk with Mr. Dixon, that Mr. Dixon 
had talked with the First Boston people about financing. Then Mr. 
Volpe asked you a question : 

“Was this a discussion you had had with First Boston, or did you 
file with them some written proposal or written report?” 

You said, “No, sir; it was an oral discussion.” 

Have you got that? 

Mr. Dixon. Yes. 

Senator Kerauver. Then the question: “And with whom?” and 
you answer, “Either directly or indirectly with Mr. Duncan Linsley. 
It was his advice I was relying upon.” 

And the question: “Did you submit to him the proposal that you 
were planning to submit to the Atomic Energy Commission ?” 

Answer. “No, sir.” 

Then you were asked, Mr. Dixon: “Could you describe to us the 
nature of the conversation you had with Mr. Linsley—is that his 
name?” 

Answer: “Linsley. With respect to the February 25 proposal.” 

Question: “With respect to the proposal that was going to be made 
to the Atomic Energy Commission ?” 

At this point Mr. Freedman, a member of Mr. McDowell’s staff, 
objected and the objection was sustained by Mr. Demmler. Then 
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Mr. Volpe read the statement made by counsel for the State of Ten- 
nessee. Let’s read the statement that Mr. Volpe then made at that 
point. That would be on page 1076, or 1075, as to what the State 
of ‘Tennessee was trying to show. 

Mr. Keerre. You mean beginning, “May I ask for clarification?” 

Senator Krerauver. Yes. 

Mr. Kerrre freading) : 


Mr. Votre. May I ask for clarification of the Commission’s ruling. Does the 
Commission rule that conversations with First Boston Corp. with respect to 
financing is irrelevant and immaterial to the question of interlocking relations 
under the Holding Company Act? 

Mr. FREEDMAN. May I comment on that and ask Mr. Volpe how a discussion 
with Mr. Linsley of the First Boston Corp. is relevant to the interlocking question ? 

Mr. Vovpr. I think it all depends, Mr. Freedman, on what was said betwee 
Mr. Linsley and Mr. Dixon and this is precisely what I am trying to find out 
with my questions, but your objections, and they are being sustained by the 
Commission, prevents me. For that reason I ask for clarification. 

Chairman DEMMLER. We have indicated by our ruling that that question is 
irrelevant and immaterial, the question which you asked and to which objection 
was sustained. 

Senator Krerauver. And then on page 1076, the next page, Mr. 
Dixon was asked: 

Will you describe for us the circumstances under which you first discussed 
with Mr. Linsley the matter of financing a proposal to the Atomic Energy Com- 
mission for the construction of additional generating capacity? 

And Mr. Dixon answered: 


My first discussions were very general in nature. The First Boston Corp. are 
acknowledged financial experts. They had had experience in the OVEC financing 
I knew they had participated in that financing and I valued their advice, so 
that our conversations dealt with general market characteristics and if a proposal 
were to be made with a similar type of financing, what the market-going rate 
might be. And I might add that we melted that with financial opinions in our 
own office. 

Then the question: 

Will you try to fix the date? 

Answer: 


I would say it was shortly prior to the filing of our February 25 proposal when 
we first had the contract. 

Now, Mr. Dixon, what do you mean that information you got was 
directly or indirectly—that you discussed this directly or indirectly 
with Mr. Linsley? What do you mean by that ? 

Mr. Drxon. In the first place, it is obvious I was in error. It is a 
good faith error, however. 

Senator Kerauver. Why didn’t you tell there that you discussed it 
with Mr. Wenzell? Asa matter of fact, you hadn’t talked at all with 
Mr. Linsley at that time. 

Mr. Drxon. I said directly or indirectly. 

Senator Kerauver. Why didn’t you just say that you talked the 
matter over with Mr. Wenzell ? 

Mr. Drxon. It didn’t occur to me, I guess. 

Senator Kerauver. He was the only man you had talked with at 
that time, from First Boston ? 

Mr. Drxon. I pointed out, sir, that we melted this 

Senator Kerauver. I know but my question is—— 

Mr. Dixon. Let me answer if I may, sir: 





POWER POLICY 885 


I valued their advice. Our conversations dealt with general market charac- 
teristics, if a proposal were to be made with a similar type of financing what the 
market-going rate might be, but I might add we melted that with financial 
opinions in our own office. 

Now I will concede as a development of our record that it is obvious 
that I did have my discussions with Mr. Wenzell. It was completely 
unimportant to me at the time. It didn’t register in my mind. 

I honestly thought that Mr. Wenzell had gone to Mr. Linsley, be 
cause Mr. Linsley had headed up the OVEC financing [ never aske« 
him if we did. 

And when he reported back the First Boston of New York felt 314 
percent was the rate, I jumped at the conclusion that that was Mr. 
Wenzell’s judgment. It developed that it wasn’t. Mr. Linsley—I 
want to correct a misstatement. 

Senator Kerauver. Mr. Linsley’s judgment. The point is you 
stated here that you had conversations with Mr. Linsley, and that that 
is where you got your financing advice. You had had no conversations 
with Mr. Linsley. Your only conversations on financing up to that 
time had been with Mr. Wenzell. Why didn’t you state that when 
you were asked about it ? 

Mr. Drxon. Ihave no idea. If I thought it was important I would 
have, sir. I was certainly trying to shield nothing. 

Senator Kerauver. Doesn’t it show, Mr. Dixon, that you were at 
that time trying to prevent the name of Wenzell from being brought 
out in this record ? 

Mr. Dixon. I disagree with that, sir. I was not. 

Senator Kerauver. What other explanation do you make? Why 
would you say you had conversations with Mr. Linsley of the First 
Boston people, when the only people you had talked with of First 
Boston as of that time was Mr. Wenzell ? 

Mr. Drxon. I don’t know why I said it. I certainly was not trying 
to shield an ‘baits. 

Senator KEravuver. Why didn’t you forthrightly say it was Mr. 
Wenzell you talked with? 

Mr. Dixon. I don’t know why I didn’t, sir. 

Senator Kerauver. Were you trying to prevent the name of Mr. 
Wenzell from getting into this record? 

Mr. Drxon. No, sir; we had already put the name of Mr. Wenzell 
in this record. 

Senator Kerauver. The letter that you put in, the exhibit that you 
were talking about, the draft letter of February 24, 1954, while it was 
prepared and you knew it was prepared by Mr. Wenzell, was actually 
signed by Mr. Linsley, so that it didn’t tip off any information about 
Mr. Wenzell. 

Mr. Dixon. That is not what I am talking about. 

Senator Keravuver. The only thing in this record that you had put 
in or that Mr. James had given to the counsel for the State of Ten- 
nessee was the Seal memorandum in which Mr. Wenzell’s name, with- 
out any identification, was contained with several others. 

Mr. Keerre. Exhibit 95. 

Senator Kerauver. Why didn’t you explain who Mr. Wenzell 
was? 

Mr. Drxon. I wasn’t asked, I guess, or I would have. 
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Senator Keravuver. It says here: 


Those present at the Budget Bureau included Mr. Wenzell, Mr. McCandless, 
Mr. Schwartz, Mr. Warner, Mr. Pilcher, Mr. Donnelley, Mr. McGraw, and the 
undersigned, Mr. Seal. 

Mr. Dixon. May I point out, sir, they are not identified either, and 
I didn’t write the memo. 

Senator Krrauver. None of them are identified so we had no infor- 
mation as to who Mr. Wenzell was. 

Mr. Kererre. May I say, Senator, that this memorandum 95 by the 
statement made by Mr. Dean at this hearing was submitted with a 
large bale of papers here last fall, as I understand Mr. Dean’s state- 
ment. Is that what he refers to, Senator? 

Senator Krerauver. That is what he refers to. 

Mr. James. May I say it was not a large bale of papers. It was 
papers furnished to this committee in response to a subpena. 

Mr. Keerre. Precisely. 

Senator Krerauver. They were turned over to Mr. Davis, and this 
was among the papers, and I must say, frankly, that I had not read it. 

Mr. Davis may have studied it but shortly after that time our 
hearings were disbanded,. because we didn’t have appropriations, 
Senator Langer and I. 

Mr. Keerre. I believe the paper was returned, wasn’t it, Mr. James? 

Mr. JAmes. No, sir. 

Senator Keravver. They have been returned by Mr. Davis. 

Mr. James. I think he is wrong about that, Senator. 

Mr. Drxon. We have received none of our papers back. 

Senator Kerauver. Anyway, the point I am trying to make, and 
the question I want to ask, is, we now know that Mr. Linsley was 
not in the country, and you talked with no one at the First Boston 
Corp. in order to get your information upon which you could base 
your February proposal, except Mr. Wenzell, and why didn’t you say 
forthrightly in your answer to Mr. Volpe’s question that you talked 
with Mr. Wenzell, instead of saying you had a conversation directly 
or indirectly with Mr. Linsley ? 

Mr. Dixon. The importi int thing, Senator, to me, as the executive 
head of Middle South Utilities, was that IT had an opinion from a 
recognized financial expert institution, the First Boston Corp., which 
was much more important than an individual’s advice, no matter who 
he might be. 

And the only point I was making was that we had taken the pre- 

caution of getting advice repr esentative of First Boston Corp. 

Now, mistakenly, I had assumed that it was Mr. Linsley who gave 
that advice. T find that they were even more cautious. They called 
inseveral officers, and it was a composite judgment. 

But I knew, when Mr. Wenzell reported back to me, he was report- 
ing the judgment of the First Boston Corp., and that was the only 
thing that was important to Middle South Utilities. The name “Wen- 
zell” in that context was unimportant. 

Senator Krrauver. But your testimony was that you had conver- 
sations, a conversation with Mr. Linsley, and that that was what you 
relied upon. And it now develops you didn’t have any conversation at 


all with Mr. Linsley, that your sole and only conversations were with 
Mr. Wenzell. 
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Mr. Dixon. My testimony is extremely clear. The First Boston 
Corp. are acknowledged financial experts. I knew they had partici- 
pated in Ohio V ‘alley financing. I valued their advice, the First Bos- 
ton Corp.’s advice. That was the important thing to me, sir. 

Senator Kerauver. Mr. Dixon, wouldn’t you now be willing to 
admit that in the testimony when you were asked about conversations, 
when you testified about conversations with Mr. Linsley, when you 
actually didn’t have any, when your conversations were actually with 
Mr. Wenzell, that your testimony was just not full and frank? 

Mr. Dixon. No, sir; I will not concede that. 

Senator Lancer. Well, I want you to know that I believe you are 
lying right now. 

Mr. Dixon, I disagree with you, too, sir. 

Senator Lancer. You can disagree if you want to, but a man who 
says he has a talk with another man undoubtedly was covering up for 
him. I want you to know at least what one Senator thinks. 

Mr. Drxon. You can say that as loud as you want to. 

Senator Lancer. As loud and as often as [ want to. I want tos 
exactly what I think of you. I think you are committing anni 
right now. I think you deliberately lied. 

Mr. Dixon. Well, IL haven’t said all I care to say. 

Senator Lancer. You can say anything you want to say, as far as 
I am concerned. 

Mr. Drxon. I will rest on my testimony. 

Senator Lancer. There is your testimony—a man holding the re- 
sponsible position that you do, a great fellow. Then you get up there 
and you make that kind of a rec cord. Then when the distinguished 
Senator asks you this, instead of admitting what you did, even now 
you wiggle and wail and try to wiggle away from it. 

Mr. Dixon. Are you through nqw ; may I answer 

Senator Lancer. I’m all done. Yes, go ahead. Elucidate some 
more, if you want to. 

Mr. Dixon. My testimony was very concise that I had discussed it 
directly or indirectly. It is very clear. I stand on the record, sir, 
there, and I stand on my testimony here. That is all I have got to say. 

Senator Krrauver. I think it might be well to point out at this 
point that on page 573 Mr. Linsley testified as follows in his testimony 
before the SEC. You have heard it. sad it, Mr. Keeffe. I have it 
here: 

To the best of my knowledge and belief, it was some time in March that I 
understand that there would be a proposal— 


this was in response to a question he was asked— 


as to when I heard there was to be a Dixon-Yates proposal, 
then Mr. Linsley was asked, 


so far as you know, was there anyone in or connected with First Boston Corp. 
who had heard of this before March 1954? 


And Mr. Linsley said: 
Mr. Miller in our organization had, I believe. 


So I think I should point out to you, Mr. Dixon, th at whereas you 
testified you had a conversation with Mr. Linsley—— 
Mr. Drxon. Directly or indirectly. 
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Senator Krravver. Directly or indirectly in February upon which 
you based your financing statements, your only conversations had ac- 
tually been with Mr. Wenzell, and that Mr. Linsley didn’t even know 
anything about it in February 1954. 

Mr. Dixon. I think I have explained that clearly today, sir, and I 
think that any person that reads the record fairly will see it is a fair, 
honest statement that I have made. 

Mr. Keerre. I want to say, Senator, that the memorandum of Yates 
is dated March 2, 1954, exhibit 96, which states that: 


First Boston has advised Mid-South and Southern they can sell $114 million of 
bonds. 


I also want to say that the draft letter of February 24, to which 
Mr. Wenzell has testified here, exhibit 5, dated Februar y 24, 1954, was 
the basis of the paragraph in your letter, Mr. Dixon, of F ebruary 35. 
and your subsequent letter of April 10 in which you state in the final 
paragraph: 


We have received assurances from responsible specialists expressing the belief 
that financial arrangements can be consummated on the basis that we have used 
in making this proposal and under existing market conditions, and our offer is 
conditioned upon such consummation. It is also subject to approval of various 
regulatory bodies having jurisdiction as to force majure. 

Senator Krerauver. On the proceedings, page 120, this was in June 
of this year, Mr. Dixon was asked: 


When did you or anyone else in the Middle South advise discussions— 


let’s go a little further in this. It is the Yates memorandum to his 
stockholders. You have seen this, haven’t you, Mr. Dixon? 


Mr. Drxon. I didn’t understand he had written any letter to his 
stockholders. 

Senator Kerauver. On March 2, Mr. Yates wrote his stockholders 
and he said: 


First Boston has advised Mid-South and Southern— 


about the bonds and so forth. 

Mr. Dixon. I have never seen the letter he wrote to his stockholders 
dated March 2. 

Senator Kerauver. Suppose you look at it, and in his testimony he 

based that upon a conversation that he had had with you, in which 
you told him that First Boston had given you information. 

Mr. Drxon. What you have given me is a confidential memorandum 
which doesn’t look like a letter to stockholders to me, sir. 

Senator Krrauver. Anyway, a memorandum to his stockholders. 

Mr. James. To his directors, Senator. 

Senator Krravver. To his director s, all right. Anyway, a very 
important confidential memorandum to his directors, and he has a 
paragraph relative to financing which he testified was based upon : 
conversation with you. That had to be solely and entirely upon what 
you had gotten from or through Mr. Wenzell, didn’t it? 

Mr. Dixon. From First Boston C orp. through Mr. Wenzell. There 
was no underwriting, just an expression of opinion. 

Senator Krrauver. At the time you gave Mr. Yates this informa- 
tion, you had talked with no one in First Boston except Mr. Wenzell. 

Mr. Dixon. I relayed it and related to Mr. Yates the opinion of 
First Boston Corp. as relayed in turn to me by Mr. Wenzell. 
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Senator Kreravver. You had not talked with Mr. Linsley at the time 
you gave Mr. Yates this very important information which he thought 
enough of to put in a confidential memorandum to his directors. 

Mr. Dixon. I had not talked to Mr. Linsley. I was under the im- 
pression, obviously wrong, that the expression of views was that of 
Mr. Linsley. I didn’t ask. It has taught me not to jump at con- 
clusions, sir. 

Senator Keravuver. Yet you acted upon Mr. Wenzell’s word in 
making your proposal of February 25. Mr. Yates acted upon Mr. 
Wenzell’s word as transmitted through you in giving this confidential 
memorandum to his stockholders, and yet you didn’t think Mr. Wen- 
zell was sufficiently important to even mention his name in testifying 
in the equity proceedings in December 1954. 

Mr. Dixon. No one has indicated that Mr. Wenzell is not compe- 
tent to relay a message properly. 

Senator Krrauver. I beg your pardon ? 

Mr. Drxon. No one has indicated that Mr. Wenzell is not com- 
petent to relay a message properly or accurately. 

Mr. James. In fairness to Mr. Dixon, Senator, he has not said once 
that he relied on Mr. Wenzell’s word. He has made it clear that he 
was relying on First Boston Corp. I don’t think he could have been 
clearer. 

Senator Krerauver. He said he had a conversation with Mr. Linsley 
and he never had any conversation with him. His conversation was 
with Mr. Wenzell. 

Mr. Drxon. I said I was relying on First Boston Corp. and that is 
what Mr. Yates says in his memorandum. 

Mr. James. Senator, I w onder, since you have referred to Mr. Yates’ 
memorandum, if we could have in the record the particular paragraph 
you refer to. I take it it is the last one on page 1 here. 

Mr. Kererre. It is. 

Senator Keravuver. I read it a little while ago. 

Mr. James. It says only: 


That the First Boston Corp. has advised Mid-South and Southern that they 
can sell $114 million of 3% percent bonds to insurance companies under present 
market conditions. The $6 million equity should show a return of 9 percent after 


taxes. 

Of course, it wasn’t $114 million of bonds, and it wasn’t 314 percent 
and it wasn’t $6 million of equity ultimately. 

Senator Krrauver. Well, that has been read fully into the record. 
And then on page 120 of the transcript of the debt proceedings, and 
you have that now ? 

Mr. James. Yes. 

Senator Krrauver. You read it, Mr. Keeffe. 

Mr. Kererre (reading) : 

Question. When did you or anyone else in the Middle South Co. first discuss 
with the First Boston Corp.—and by “First Boston Corp.” I want to make it 


explicitly clear I mean anyone connected with the First Boston Corp.—the pros- 
pect of this debt financing? 

Answer. I don’t want to quibble with you, Mr. Volpe, but what do you mean 
by the “prospect of” ? 

Question. I sought their views back, way back in March, February, or 
March 
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Mr. James. That is still part of the answer ¢ 
Mr. Keerre. It is. 


as to what the general market conditions were. It was some time after that we 
definitely approached First Boston with the prospect of having them function 
for us in approaching potential lenders. 

Question. Do you recall whether it was in February or was it in March that 
you first talked with them about it? 

Mr. James. What is “it’’? 

Mr. Votre. First Boston about the debt financing. 

The Witness. About the debt financing? It was later. We talked about the 
project earlier than that and general market conditions back as early as that. 
We had not formulated, for instance, what form the debt would take, whether 
it would be part bonds, part bank loans, or bonds. We had talked in general 
conditions, general circumstances, as to what a financing for a company of this 
character for a project of this size might entail. 

By Mr. Votre: 


Question. Who conducted those conversations? 

Answer. I did. 

Question. With whom? 

Answer. Either directly or indirectly with Duncan Linsley, who is vice presi- 
dent. 

Question. When you say “indirectly,” what do you mean? 

Answer. Sometimes I asked Paul Hallingby to call him ; sometimes Paul Miller, 
who is Mr. Linsley’s associate, would call Mr. Hallingby. Those were very busy 
days for me, and I wasn’t always immediately available. Sometimes Mr. Cana- 
day; but the important thing is it was Mr. Linsley’s views that I sought and 
Mr. Lindsley’s views that I relied on. 

Question. Did you discuss that matter with anyone else at First Boston? 

Answer. I probably did. 


Mr. Dixon. And I go on to say I talked with Mr. Wenzell, but I 
did not rely on his views. 

Senator Keravuver. You didn’t rely on his views, but now the 
thing is 

Mr. James. Let’s go on and finish that. I think in fairness to the 
witness we ought to go on. 

Mr. Kererre (reading) : 

Question. With whom? 

Answer. I say I probably did. I know a great many of their associates. 
Mr. Wenzell was, of course, in 1 or 2 early meetings; and while I didn’t seek his 
views on financing, he certainly was a participant in meetings, as you know. 
George Parran is a good friend of mine over there. I may, or may not, have 
discussed it with him. They are of no consequence to me, because when I wanted 


to know what the market would be I sought and received the views of Mr. 
Linsley. 


Mr. James. Go on, please. 
Mr. Krerre (reading) : 


Question. When did you talk to Mr. Wenzell? And will you identify him and 
his position? 

Answer. I think his first name is Adolphe Wenzell. I am not sure he is still 
with First Boston. When he was, I believe he was a vice president. 

Question. When did you discuss this with him? 

Answer. I said he participated in some meetings in which I participated, and 
discussions, if any, were quite casual. 


Senator Krrauver. Read the rest of it. 
Mr. Keerre (reading) : 


Question. What meetings and when were they held? 

Answer. I don’t have that file with me, Mr. Volpe. We went through that 
chronology at length at the prior hearing. 

Question. You didn’t go through that chronology, Mr. Dixon? 

Answer. Every meeting in which I participated was gone through at length. 
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Question. Not meetings with Mr. Wenzell? 
Answer. They were not meetings with Mr. Wenzell. They were meetings in 
which he was a participant, almost an observer, I would say. 


Question. Do you know under what circumstances Mr. Wenzell was an observer 
at these meetings? 


Answer. At the time I was told he was on a temporary basis, doing some 


special work for the Bureau of the Budget. I had known Mr. Wenzell rather 
casually over the years. 


Question. And when you say “at the time” can you fix the time? 

Answer. That was way back, January or early February 1954. 

Question. Do you now know or can you recall whether there were any such 
meetings prior to January? 


Answer. I just don’t have that chronology with me. My recollection is they 
were January-February. Whether they were late December of the prior year, 
I don’t remember. 

Senator Kerauver. Let’s stop there, because that brings up 2 or 3 
questions before we read further and we can read further later on if 
you want to, Mr. James. 

But Mr. Dixon, it is important to ask, you are now saying that you 
described this as directly or indirectly, your conversations with Dun- 

can Linsley, and that they were indirect by virtue of the fact you 
asked Mr. Wenzell to get information from him, Mr. Wenzell relayed 
the information, therefore, your conversations with Mr. Linsley were 
indirect. But when you were testifying back in June, before the 
Securities and Exchange Commission, when you were asked “When 
you say ‘indirectly’ what do you mean ?” your answer was— 
Sometimes I asked Paul Hallingby to call, sometimes Paul Miller, who was Mr. 
Linsley’s associate, would call Mr. Hallingby. Those were busy days for me 
and I was not always immediately available. Sometimes, Mr. Canaday, but the 
most important thing is it was Mr. Linsley’s views I sought and Mr. Linsley I 
relied upon. 

Now, Mr. Dixon, in the conversations you had directly, as you say, 
with Mr. Linsley, it was your conversation with Mr. Wenzell which 
you meant to be indirect as you now say, isn’t it, not these other men 

calling somebody ? 

Mr. James. Now, Senator, two sentences further on, he mentions 
Wenzell as being one of the men with whom those conversations took 
place. 

Senator Kerauver. You describe it indirectly back at that time by 
saying that Mr. Hallingby called or Mr. Miller called, Mr. Canaday 
called. Actually, the indirect here is that you got in touch with Mr. 
Linsley indirectly through Mr. Wenzell. Now which indirectly is 
the proper one? 

Mr. Drxon. Just taking it a step further, the indications are very 
clear I didn’t get in touch with Mr. Linsley at all. I certainly thought 
I was getting “Mr. Linsley’s views. I had no reason to doubt that as 
late as the June proceedings on financing. 

The record developed in this proceeding i is perfectly clear that oni 
Linsley did not participate in it. I certainly accept his testimony a 
being accurate. 

I do know I got the views of First Boston Corp. It proved that 
perhaps I should have asked specifically who at First Boston Corp. 
did you talk to. 

I obviously didn’t do it. Iam sorry. I did get the views of First 
Boston Corp. which is the important thing to me. 

Senator Earsirvins Well, I know, but I am trying to get at these 
two different stories you told about what you meant by indirect con- 
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versations, just to try to find out why you state it that way. 

Here you have told us that you had indirect conversations with Mr. 
Linsley, and by “indirect” you meant you went through Mr. Wenzell. 
Back when you were testifying in the bond proceedings, for some rea- 
son you describe it “indirect” as meaning that your associates were 
the ones who got in touch with Mr. Linsley, and you again left Mr. 
Wenzell’s name out of your indirect conversations. 

How can you reconcile that, Mr. Dixon ? 

Mr. Dixon. I think I have reconciled it very well, sir. I did not 
leave Mr. Wenzell’s name out of the testimony with respect to the debt 
financing. 

Senator Kerauver. Let me read this question and answer again. 
Maybe I haven’t made myself clear. 

“When you say ‘indirectly,’ what do you mean ?” 

This is referring to your indirect conversations with Mr. Linsley. 

Your answer: “Sometimes I asked Paul Hallingby to call.” 

Now, when was it you asked Paul Hallingby to call Mr. Linsley 
about this debt financing upon which you based your offer in Febru- 
ary 1954? 

Mr. Drxon. I cannot pinpoint dates, sir, but let me describe the cir- 
cumstances. 

Senator Kerauver. Let’s see. Did you ask Paul Hallingby to call 
Mr. Linsley before you made your February 1954 offer? Did you? 

Mr. Dixon. No, sir, I doubt that very much. 

Senator Kerauver. Well, then, that is a mistake. 

Sometimes Paul Miller, who is Mr. Linsley’s associate, would call Mr. Hall- 
ingby. 


Now, did he do that? 

Mr. Drxon. Prior to February? 

Senator Kerauver. Yes. 

Mr. Drxon. I now am inclined to doubt it. 
Senator Krerauver. So that is a mistake. 


And sometimes Mr. Canaday. 


Now, did Mr. Canaday call? 

Mr. Dixon. I don’t know. But let me say, sir—— 

Senator Krrauver. Just a minute, now. I will let you answer in 
» 2 minute. 


Sometimes Mr. Canaday. 


Now, did Mr. Canaday call? 

Mr. Dixon. I just don’t know. Iam inclined to doubt it. Mr. Cana- 
day was with me in Washington almost constantly during the forma- 
tive period of the February proposal. 

Senator Krravuver. So that, Mr. Dixon, none of these three people 
called, or you doubt if they called, so your answer to what you meant 
by “indirectly,” your conversations indirectly with Mr. Linsley, your 
answer to that in the debt proceeding was just not correct; is that 
true? 

Mr. Drxon. Apparently. 

Mr. James. What a minute, Senator. You get to the top of page 
121 and he is talking about the debt financing, which didn’t come 
along until May. 





POWER POLICY 893 


Senator Krerauver. But, Mr. James, what we are talking about here 
is what he meant by his indirect conversations with Mr. Linsley, and 


this refers back, of course, to his previous testimony in connection 
with the equity proceedings. 


He defined his indirect conversations as— 

Hallingby called or Paul Miller would call Hallingby, or Mr. Canaday would 
eall. 

And now he admits that none of the three of these called, and that 
the only person he talked with was Wenzell. 

Mr. James. But, Senator, you confined him prior to February 24, 
1954, and at he top of page 121, which precedes what you are talking 
about, he got on to the debt financing. 

Senator KerFauver. Just a minute, Mr. James. All of this testimony 
here refers back to the debt financing and to his testimony as to what 
happened. I mean, refers to his conversations prior to ‘the submis- 
sion of his statement in February 1954. 

Mr. James. That is my point, sir. It does not. It refers about the 
debt financing. It was later, that sentence is very clear, at the top 
of page 121. 

Senator Krerauver. Well, you see, if you go back, Mr. James, you 
Ww il find that, transcript 582, Mr. Volpe was s asking Mr. Dixon what 
he meant by “direct or indirect” because he had previously testified 
in December 1954, about this direct or indirect, and Mr. Dixon is 
trying to explain what he meant by his previous testimony that he 
had conversations indirectly or directly with Mr. Linsley, and that 
is what this answer relates to. 

Mr. Dixon. May I please give one answer? 


Mr. Krerre. Before you do that, Mr. Dixon, let me recall that on 
December 17, 1954, in the equity proceeding, that you were asked 
almost the same question by Mr. Volpe, and I will read it to you. He 
showed you the eighth memorandum that we have just shown to you, 
and he said: 


Was this a discussion you had with First Boston or did you file with him? 
No, sir ; it was an oral discussion. 


This is pages 1074 and 1075. 


Question: And with whom? 

Answer: Either direct or indirectly, with Mr. Duncan Linsley, his advice I 
was relying on. 

Mr. Dixon. Now may I make an answer? 

Senator Krerauver. All right. Make any statement you want to. 

Mr. Drxon. I would like to succinctly in one point make this state- 
ment. 

I said, and this was a good-faith mistake in retrospect, at the time 
I was certain it was not a mistake. Mr. Linsley was the leading 
officer for First Boston Corp. in connection with Ohio Valley Elee- 
trict Corp. financing. I asked Mr. Wenzell to touch base, to check 
with the officials of First Boston Corp. 

I erroneously assumed that he had checked with Mr. Duncan Linsley. 
I did not task him who he had talked with. It was a conclusion I 
jumped to, obviously an erroneous conclusion. 

The important thing was, I sought and I received the advice of 
First Boston Corp. 
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Next step: We filed an April 10 proposal. I went through the 
same machinery. I asked Mr. Wenzell if he would check with the 
executives of the First Boston Corp. He did. 

I received shortly after that a letter signed by Mr. Linsley, ex- 
pressing the views. Immediately thereafter Mr. Paul Hallingby, who 
is a financial expert in our office, undertook the arduous and the long 
work in relation to formulating first a financing plan. 

Subsequently he engaged in all of the negotiating sessions with the 
lenders, and for the period from April until the financing was finally 
culminated by signature by the lenders, Mr. Paul Hallingby carried 
the laboring oar in my organization. 

It was a perfectly natural assumption, a perfectly natural thought, 
that conversations between my office and First Boston Corp. were 
handled by Mr. Hallingby. 

Now, when you pinpoint me to dates, don’t forget I have had an 
opportunity now to sharpen by recollections. I have had a great 
deal of testimony that was not available to me. 

It was unimportant to me at the time whether I talked to Mr. 
Wenzell or Mr. Linsley or who I talked to, as long as I got the advice 
of the First Boston Corp., which advice I received, which advice I 
relied on. 

I am sorry that I jumped to a bad conclusion, sir. I confess it was 
anerror. It was an honest error. 

And there’s the story, as succinctly as I can put it. 

Senator Kerauver. Mr. Dixon, it was quite important, even so 
important that Sherman Adams, the Assistant to the President, got 
the hearing called off for a number of days to prevent the name of 
Wenzell from coming out. 

Mr. Drxon. It wasn’t important to me. 

Senator Kerauver. It would appear important to you, because in 
December you went way around to avoid mentioning his name ap- 
parently, if you will just read the record. 

Mr. Drxon. I am sorry, sir, but that conclusion is not well founded. 

Senator Krrauver. When you came around to explaining what 
“indirectly” meant, then you had other people talking with Mr. Lins- 
ley, and now you admit in fact that as of that time and for that pur- 
pose, that none of these other people have talked with Mr. Linsley, 
either. 

Mr. Drxon. I will concede with respect to individual names 

Mr. James. Senator, in fairness to Mr. Dixon, may I point out that 
in the debt financing proceeding, he is talking about the debt financing 
which started in May. That is on page 121 of the SEC record, and 
it is with reference to that when he is asked “When you say ‘indi- 
rectly’ what do you mean?” And he has just explained that by that 
time Mr. Hallingby was deeply involved in the debt financing, and 
he probably was the principal vehicle through whom Mr. Dixon 
talked to the First Boston Corp. 

I just want a fair statement of what is in the SEC transcript on 
that. 

Now, at the point where it came up in the “directly” and “indi- 
rectly” as stated in the equity financing, it was simply stated and not 
pursued, and that is the end of it. It wasn’t important, apparently 
it wasn’t important to Mr. Volpe, because he did not pursue it. 
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Senator Kerauver. He didnt’ know who Mr. Wenzell was at that 
point, anyway. 

Mr. Keerre. Isn’t it fair to say, Mr. Dixon, that you were asked 
twice with whom you dealt at First Boston? You were asked on 
December 7, 1954, by Mr. Volpe, and you answered at the top of 1075, 
he asked you with whom, and you answered: “Either directly or in- 
directly with Mr. Duncan Linsley.” 

At that time Wenzell’s name was not known. On the debt 
proceeding—— 

Mr. Drxon. Mr. Wenzell’s name was known. 

Mr. Keerre. On the debt proceeding, June 7, 1955, when the same 
question was asked, you answered: “Directly or indirectly with Lins- 
ley,” and then you added “Wenzell as a casual observer.” 

Isn’t that what it was, Mr. Dixon ? 

Mr. Dixon. The record will speak for itself. 

Mr. Kererre. This mistake you made twice. 

Mr. Drxon. It was a recollection, obviously a false recollection, sir. 

Senator Krerauver. Let me ask one matter, before we leave, and then 
we must adjourn tonight. 

What would be convenient for tomorrow, Mr. James, 10 o‘clock ? 

Mr. Drxon. You name it, sir. We are at your convenience. 


Senator Kerauver. I think this is a very good place for adjourn- 
ment tonight. 

I think, by way of summing up, the importance of Mr. Wenzell has 
gone way up the scale since the time you testified in the equity 
proceeding. 


Mr. Dixon. I think the importance is different to different people, 


perhaps, sir. He has never been important in my thinking, as related 
to policy or other decisions of Middle South Utilities. 

Senator Kerauver. We will go into that further later. You didn’t 
mention him in the equity proceeding. You mentioned him casually 
in the bond proceeding, and apologized, and now he is the one and only 
man that you talked with from First Boston up to that time. 

Mr. James. Senator, the name came out in a memorandum and his 
name was mentioned in the testimony on the debt proceeding, and he 
was mentioned about the way a casual person in the proceeding would 
have been mentioned, and it is perfectly consistent with just what he 
was. 

Senator Keravuver. All right. We will look into that, Mr. James. 

We stand in recess until 10 o’clock in the morning. 

(Whereupon, at 5:35 p. m., the subcommittee adjourned, to recon- 
vene on Tuesday, August 2, 1955, at 10 a. m.) 
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TUESDAY, AUGUST 2, 1955 


Untrep Srates SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in room 
424, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (presiding) and Langer. 

Also present : Senator Dirksen; Arthur John Keeffe, assistant coun- 
sel; and George E. Clifford, assistant counsel. 

Senator Kerauver. The committee will come to order. I hope 
that we can finish with Mr. Dixon’s testimony by 12 o’clock today. 

I have received a copy of the report of the Comptroller General of 
the United States dated July 29. This is in the form of a letter to 
Admiral Strauss, signed by Frank H. Weitzel, Assistant Comptroller 
General (it is my understanding that Mr. Campbell disqualified 
himself) which sets forth the opinion of the Comptroller General 
with reference to cancellation charges claimed which should be made 
a part of this record as exhibit 105. 

The document referred to was marked “Exhibit No. 105.”) 
enator Kerauver. Because it is pertinent to the hearing here, 

I think I will ask Mr. Keeffe to read the last paragraph of the letter. 

Mr. Krerre. The last paragraph of the letter of July 29, exhibit 
105: 


What we have said above is based upon the contract terms and statutes appli- 
cable to the operations of the Atomic Energy Commission. We are, of course, 
aware of the hearings now being held by the Subcommittee on Antitrust and 
Monopoly Legislation of the Senate Committee on the Judiciary on the subject 
of this contract. Questions of possible conflict of interest and public policy have 
been raised at the hearings. Without attempting to suggest the particular 
course of administrative action in such circumstances, we believe there should 
be considered appropriate means to protect the interests of the United States 
should it develop that the Government is entitled to relief from liability on 
the ground of public policy. 

Sincerely yours, 
FRANK H. WEITZEL, 
Assistant Comptroller General of the United States. 


And Senator, I think I should state that on your behalf this 
morning we inquired from Mr. Campbell as to why the letter was 
signed by the Assistant Comptroller General of the United States, 
and Mr. Campbell said that he had disqualified himself in the matter. 

Senator Keravuver. Well, the letter is of interest, and I think par- 
ticularly this last paragraph, because now we have a letter from the 
Comptroller General pointing out the importance of the question of 
conflict of interest. 


897 





898 POWER POLICY 


Conflict of interest might affect the validity and the responsibili- 
ties under the entire contract, and I think the Comptroller General 
has properly hit the nail on the head as to why Mr. Wenzell was left 
cut of the chronology, why on the part of Government agencies and 
elsewhere there have been efforts to conceal or not to state fully what 
connection he has had with this entire matter. 

I think it is quite apparent there is a fear of what might happen 
as to a conflict of interest growing out of Mr. Wenzell’s activities if 
brought fully to light. 

Mr. James. Senator, I think the record ought to show in that con- 
nection so that far as Mississippi Valley Generating Co. is concerned, 
neither Mr. Wenzell nor the First Boston Corp. was ever used in any 

respect as a representative of that company in negotiations with the 
Government or with any governmental agency. They were never 
used by Mississippi V alley Gener ‘ating Co. ‘except to deal with insur- 
ance companies and banks, which are in no sense governmental agen- 
cies. 

Senator Keravuver. Mr. James, I really don’t think the record 
shows that, but the record will speak for itself. 

Mr. James. Well, that is just a point of difference between us; but 
that is the issue. 

Senator Keravuver. The record shows Mr. Wenzell, operating for 
the Bureau of the Budget and for First Boston Corp., actually doing 
work, even though it may have been gratuitous, for Mississippi V alley 
Generating Co., as an example, in getting up figures on interest rates 
based upon this amount of equity, “that amount of equity, reviewing 
proposals submitted by Dixon-Yates to the Atomic Energy Commis- 
sion, so that the record will have to speak for itself. 

Mr. James. May I point out on the review of the proposal that 
there is nothing in the record to indicate that Wenzell ever reviewed 
the proposal for Mississippi Valley Generating Co. So far as we 
know, he may have read it, but he never gave any suggestion on it, and 
the record shows that. 

Senator Keravuver. The record shows quite the contrary, Mr. James, 
that he not only did give suggestions, that he was told to give sugges- 
tions by General Nichols. We will get to that, I think, this morning. 

Mr. James. I hope you do. 

Senator Keravuver. Now one thing I think we should clarify be- 
fore we go any further at this time, Mr. Keeffe. You havea transcript 
of Mr. Dixon’s testimony before the SEC in the debt proceedings? 

Mr. Kerrrr. Yes, I do, Senator. I have it in front of me-now. 

Senator Krerauver. Do you have the record of yesterday’s hearings, 
Mr. James? 

Mr. James. I do. 

Senator Krravuver. At the end of the hearing yesterday the question 
came up as to what Mr. Dixon meant by saying he had conversations 
directly or indirectly with Mr. Linsley, and the statement was made 
by the chairman that Mr, Dixon was testifying here that he meant 
directly or indirectly in that he was using Mr. Wenzell as a courier 
with Mr. Linsley. That was what he meant by “direct or indirect.” 

It was pointed out in the opinion of the chairman that he adopted 
another position in the hearings before the SEC when asked about 

“directly” or “indirectly”, in that he had Mr. Hallingby and Mr. 
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Canaday, I believe, and Mr. Miller, that they were in touch with Mr. 
Linsley for Mr. Dixon, and that that is what he meant by “direct 
or indirect.” Then Mr. James made a statement which begins on 
page 2061: 


Mr. James. Senator, in fairness to Mr. Dixon, may I point out that in the 
debt financing proceeding, he is talking about the debt financing which started 
in May. That is on page 121 of the SEC record, and it is with reference to 
that when he is asked, “‘When you say ‘indirectly’ what do you mean?’ And he 
has just explained that by that time Mr. Hallingby was deeply involved in the 
debt financing, and he probably was the principal vehicle through whom Mr. 
Dixon talked to the First Boston Corp. 


I just want a fair statement of what is in the SEC transcript on that. 

Now, at the point where it came up in the “directly” and “indirectly” as 
stated in the equity financing, it was simply stated and not pursued, and that 
is the end of it. It wasn’t important, apparently it wasn’t important to Mr. 
Volpe, because he did not pursue it. 

Mr. Dixon and Mr. James, refer to page 121 of the equity financing 
hearing. I think a careful reading of this shows very clearly that 
what Mr. Dixon is talking about is direct or indirect conversations 
with Mr. Linsley, when he testified on pages 120 and 122, was the 
transactions that ae prior to March of 1954 at or before the 
first proposal was submitted. 

You will see at the top of page 121 the question: 


Do you recall whether it was in February or was it in March that you first 
talked to them about it? 


That refers back to the question of financing with the First Boston 
Corp. And— 


Mr. James. What is “it”? 

Mr. Votre. First Boston about the debt financing. 

The Wirness. About the debt financing, it was later. We talked about the 
project earlier than that, and general market conditions. Back as early as that 
we had not formulated, for instance, what form the debt would take, whether 
it would be part bonds, part bank loans, or all bonds. We had talked in general 
conditions, general circumstances as to what a financing for a company of this 
character, for a project of this character, might entail. 

Mr. Votre. Who conducted these conversations? 

Answer. I did. 

Question. With whom? 

Answer. Either directly or indirectly with Dunean Linsley, who is vice 
president. 

Question. Then when you say “indirectly,” what do you mean? 

So I think you gentlemen agree that it is clear that Mr. Dixon is 
there talking about what happened in the early talks about the project 
back in February. 

Mr. James. Senator, the very point of my question, “What is ‘it’?” 
was that Mr. va had been confusing, as I think this committee is 
confusing, the difference between talking about general money condi- 
tions and talking about the debt financing which started in May. 

And when Mr. Volpe answered that he was talking about the debt 
financing, Mr. Dixon explained to him that that was later, and then 
the thing gets murky there, and they are talking about both. I don’t 
think it is clear by any manner or means. I think quite the contrary, 
it is apparent from the page, because he says the debt financing. 

Senator Keravuver. The witness says it was the debt financing they 
talked about later on, and then he goes on to say about how they were 
talking about the general things at an earlier time. 
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And then Mr. Volpe asked him who these conversations were with 
about these matters at the earlier time, and he repeats what he had 
said in the equity proceedings, directly or indirectly with Duncan 
Linsley. 

Mr. James. Yes. But, Senator, the question that Volpe asks him 
at the top of page 121 is, “Do you recall whether it was February or 
was it March that you first talked with them about it?” and he says, 
“It,” means the debt financing, so that obviously his questions were 
directed to the debt financing. 

Senator Keravuver. Of course, they were directed to the debt financ- 
ing because the whole matter or all of the conversations was who was 
going to buy the bonds and how much interest they would have to 
require. 

Mr. Keerre. Senator, he wouldn’t ask him about debt financing in 
May, which is Mr. James’ contention, when Mr. Volpe’s question was, 
“Do you recall whether it was February or March?” The witness 
answers it was February or March that he had these talks. 

Mr. James. May I answer the Senator first? Again there was no 
talk about whether there would be all bonds or part bonds and part 
notes. There was no financing plan. There was no talk about who 
should purchase the securities or should be approached on the purchase 
until May. 

And you have to make a distinction between just talking about 
general money rates in the market and the financing. 

Senator Krerauver. Mr. James, this language speaks for itself, and 
to me it is quite clear that the conversations they were talking about 
were conversations in February and prior to March, and not conversa- 
tions later on. As a matter of fact, quite early Mr. Wenzell had 
gotten up a financial plan on exhibit 12, which is filed here. 

Mr. James. May I see that, please? 

Senator Krrauver. But the language will speak for itself, and 
anyone reading it, I think, will draw that conclusion. 

Mr. James. That, of course, we intend it to do. 

Mr. Krerre. And we also. 

Senator Kerauver. Now, let’s see what Mr. Wenzell had to say 
about his conversations and talks with Mr. Dixon. Exhibit 12 is 
where Mr. Wenzell and Mr. Miller and Mr. Cannon and Mr. Harder 
sat down on February 5 and worked up the proposed method of 
financing, Mr. James. You have seen this described. 

That is what they worked up as the proposal of how this could 
be financed, and substantially that plan was followed, that is sub- 
stantially what finally took hee: 95 percent bonds, 5 percent capital. 
They missed the interest rate by a tenth of 1 percent. 

Mr. James. Well, now, Senator, we had never seen this before, and 
Mr. Dixon will state that under oath if you want him to. It can in 
no manner be ascribed to us. 

It has three financing plans on it. As I see it, 1 a 95 percent debt, 
1 a 75 percent debt, and 1 a 50 percent debt. It has Middle South 
and Union Electric as the sponsoring companies, and Union Electric, 
of course never was one. It is quite different from what finally came 
out, and it was obviously just one of those things that the bankers 
were doing, cutting and trying to find what the interest rate might 
be of a high ratio of debt structure. 
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Senator Kerauver. I was going to ask Mr. Dixon whether he had 
seen it or not, but it is obvious that that is what Mr. Wenzell and 
these other gentlemen, Not Mr. Linsley, got up for the purpose of 
advising Mr. Dixon as to what the cost of money was going to be 
on the financing plan, and that is what Mr. Wenzell said this was 
gotten up for the purpose of doing, so that he could give them, Mr. 
Dixon, information about the cost of money on these various plans. 
The plan finally agreed upon was the 95-percent plan. He says 
the 95-percent plan would be at a 314 percent interest rate. That 
is the information that finally got conveyed to Mr. Dixon upon 
which the draft letter which Mr. Dixon did see, I take it, was based. 

Mr. Keerre. I would like to ask whether Mr. Dixon had seen this. 

Senator Kerauver. Well, let’s go on. We will get at that in a 
minute. 


Mr. Dixon, when did you first see Mr. Wenzell in connection with 
this? 


TESTIMONY OF EDGAR H. DIXON, PRESIDENT, MIDDLE SOUTH 
UTILITIES, INC., AND OF MISSISSIPPI VALLEY GENERATING 
CO., ACCOMPANIED BY PAUL 0. CANADAY, VICE PRESIDENT, 
MIDDLE SOUTH UTILITIES, INC., AND OF MISSISSIPPI VALLEY 
GENERATING CO.; AND DANIEL JAMES, OF THE FIRM OF CAHILL, 
GORDON, REINDEL, & OHL—Resumed 


Mr. Dixon. The first time I saw Mr. Wenzell that had any rela- 
tion whatever to do with what evolved into the Dixon- Yates situation 
was at the meeting at the AEC on January 20, 1954. I had no idea 
prior to that time he was identified with the Bureau of the Budget 
or what he was doing. 

Senator Kerauver. He testified he spoke to you there, and you knew 
who he was. You knew what he was doing. 

Mr. Dixon. I did not know what he was doing prior to that meeting. 
i had 

Senator Keravuver. You saw him there. What did you think he 
was doing? 

Mr. Dixon. May I finish, sir? 

o Senator Kerauver. Well, you knew he was with the First Boston 
orp. 

Mr. Drxon. May I finish, sir? 

Senator Kerauver. Yes; sure. 

Mr. Drxon. Mr. Wenzell attended that meeting and prior to the 
occasion of that meeting, I had no idea in the world what Mr. Wenzell 
was doing. It never entered my mind. He is a casual acquaintance. 

I think the only time prior to that we had had any connection was 
some 4 or 5 or 6 years ahead of that, in connection with financing 
for a company in which I had no direct interest. 

At the occasion of the January 20, 1954, meeting, Mr. Wenzell told 
me that he was doing some special work for the Bureau of the Budget. 
It’s that simple. 

Senator Kerauver. Some special work for the Bureau of the 
Budget. Well, Mr. Dixon, you know, at least you know now, that Mr. 
Woods and others who testified considered Mr. Wenzell one of the 
great, remarkable financial experts of the whole country and of the 
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world, I believe Mr. Woods expressed it, in the matter of utility 
financing. 

Mr. Dixon. I have read their testimony, and I am not discounting 
Mr. Wenzell’s ability.as a public utility financial expert. 

Senator Krrauver. You know him to be a first-class public utility 
financial expert ? 

Mr. Dixon. Yes, as far as I know he is first class. We have had 
very few occasions to run into contact with each other. 

Senator Krrauver. Now, you saw Mr. Paul Miller there at this 
meeting, too, didn’t you? 

Mr. Drxon. I apparently did, but until I read it in this record, I 


would certainly have said that I was not in a meeting with him. It 
was completely a blank. 


Senator Krerauver. You knew that 

Mr. Drxon. I did not, prior to that time, sir. I do now. 

Senator Kerauver. So you don’t remember Mr. Miller at all? 

Mr. Dixon. I do now. The record obviously shows he was at the 
meeting. I just couldn’t have recalled that he was any more than I 
could name the other participants, other than the chronologies that 
have been issued by AEC and the Bureau of the Budget. 

Senator Krerauver. When was the next time you remember having 
seen Mr. Wenzell ? 

Mr. Drxon. I have no recollection. I did see him off and on for a 
period following that, particularly around the time of the presenta- 
tion of our proposal of February 20, and the interval between then 
and the submission of our proposal of April 10. 

Senator Kerauver. He says that on February 13 or 14—this is tran- 
script 834 of our proceeding 

Mr. Drxon. I will accept whatever dates he said. I will agree I 
saw him off and on during the period. 

Senator Kerauver. February 13 and 14 he had a meeting in New 
York with you in Mr. Dixon’s office. 

Mr. Drxon. Let me say, Senator, that that is not a correct date. 
I did some checking back and I was attending a business conference 
in Mexico City from February 10 to February 14. It had no relation 
to this project. I was out of the country. 

Senator Krrauver. Well, maybe that is a wrong date, but he said 
he thinks that is the time that he gave Mr. Dixon these First Boston 
figures of interest, and that refers to exhibit 12. 

Mr. Drxon. I will readily concede that he was the courier, as you 
suggest, between First Boston Corp. and Mississippi Valley Gen- 
erating, or then Middle South Utilities. 

Mr. James. Senator, what page are you reading from? 

Mr. Keerre. 834 of the debt financing. 

Mr. Drxon. I noted that date in the testimony. 

Senator Keravuver. Mr. Dixon, you used the word “courier.” You 
don’t want this committee to believe that this man who was the one 
and only man that you saw or had any conversations with of First 
Boston until after this February proposal was submitted, in which 
you relied upon the information, that he was just a courier, do you? 

Do you want the committee to believe that ? 

Mr. James. Senator, may I interrupt? Does it say in there that 
he is referring to exhibit 12 when he says that he gave those figures 
to Mr. Dixon? I would like to have the record straight on that. 
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Senator Kerauver. It does not refer to it, but I will say, Mr. James, 
that shortly prior to that in the testimony he had talked about this 
exhibit 12. He says, “I may have been one of the dates that I actually 
gave Mr. Dixon these First Boston figures of interest rates,” so he is 
clearly referring to the information on exhibit 12. Whether he had 
it written down some other way, or just what 

Mr. James. The interest rates is what he says. I just want to have 
the record clear on that. 

Senator Kerauver. That’s right. 

Mr. James. Excuse me, I interrupted you, sir. 

Senator Kerauver. He says, “I have that notation that I was at 
his office on either the 13th or 14th.” 

Now, Mr. Dixon, you are not going to contend here that this man 
was just a courier, this great financial expert who was the only person 
that you saw from F irst Boston. Are you trying to tell this commit- 
tee he was just a courier? 

Mr. Dixon. May I state, as I have tried so hard to yesterday, that 
Mr. Wenzell was never at any time an agent of Middle South Utilities. 
When you use “courier,” I am in no sense discounting this gentleman’s 
ability. 

He was apparently doing some work, I presume very valuable work, 
for the United States Government through the Bureau of the Budget. 
I am telling you I saw him for the first time at the January 20 meeting. 
T saw him off and on in that interval between then and when we filed 
our second proposal on April 10. 

We discussed money rates in general. When the chips were down, 
when we were going to sign our name to something, I asked him as 
a favor to me if he would contact the executives of the First Boston 
Corp. in New York. I mistakenly jumped to the wrong conclusion 
that I was contacting Mr. Linsley in the first instance. I am sorry 
I jumped to a wrong conclusion. 

If I had known the fact, I would not have testified as I did before 
the SEC. In any event, the important thing to me at that time was 
the general cost of money. 

He told me in the opinion of the First Boston Corp. it would be 
31% percent. That coincided with our own views. We — with 
many people about money conditions and money costs. I asked the 
First Boston Corp. to firm that opinion with a letter, following 
submission about the April 10 proposal. They did that, I believe, 
under date of April 14. 

That record was submitted to your committee a year ago. It has 
been a public document for many, many months. It was not until 
after submission of the April 10 proposé al, after receipt of the letter 
of April 14, that we approached First Boston Corp. with a view to 
preparing a memorandum looking to a definitive financing plan. 

And I would like to make the same distinction as to that that Mr. 
James did. Up to that time, overall cost of money was important. 

We were so doggoned busy getting our engineering facts and fig- 
ures, policy situation made, that we just didn’t have the time to attempt 
a definitive financing plan. We approached First Boston Corp. about 
the middle of April, asked them if they would look at the possibility 
of preparing such a memorandum. 

We subsequently employed Lehman Bros. to collaborate with them, 
and the financing plan first evolved in the middle of May 1954. 
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After that, and may I say Mr. Hallingly worked with them in 
preparation of that plan, following that, we had discussions looking 
to who best to approach as potential buyers of these securities. 

There is a very definitive breaking point, sir, where in one instance 
we were interested in overall cost of money. I did not rely on Mr. 
oT opinion. He was not my agent. He did no negotiating 

or me. 

He was in and out of conferences; no question about it. He was not 
iny agent. And when I sought advice upon which I would sign my 
name as a corporate representative, I sought the advice of First 
Boston Corp., not individuals. 

Senator Keravuver. All right. Well, the point I was trying to make 
is that I can’t feel you are being candid when you try to tell this 
committee that although you didn’t ever talk with anyone else in the 
First Boston until perhaps around the 1st of April, Mr. Wenzell was 
the only man you saw and you saw him a number of times; you 
relied upon the information he gave you; he was a great financial 
expert, and as it turned out, that this was his information that he 
got and that you want anybody to believe he was just a mere courier. 
It just doesn’t go, Mr. Dixon. 

{r. Dixon. 1 am being just as candid as I can be, sir. I relayed 
such information 

Senator Keravuver. You signed him in and out of the Atomic En- 
ergy Commission. You took him down there with you. 

Mr. Drxon. I got quite a kick out of that when I read it in the 
record. I have signed for many people attending meetings at the 
Atomic Energy Commission, and I think we performed a service. It 
saved a policeman with a gun from going away from his other duties. 

Mr. James. May I say, Senator, the record does not show that it 
was information which Mr. Wenzell got up that was submitted to 
Mr. Dixon. It was information gotten up in the department that 
gets up that kind of information in First Boston Corp. 

Senator Kerauver. Well, Mr. James, Mr. Wenzell was the only 
man that Mr. Dixon had negotiations with whatsoever of First Boston 
Corp. after this thing was pretty well along. 

Mr. James. But your exhibit 12, which we never saw until this 
morning, has 2 or 3 other names on it. 

Senator Kreravuver. But neither of them are Mr. Linsley. 

Mr. James. That’s correct. We have conceded that from the outset. 
Mr. Dixon has conceded that. 

Senator Kerauver. Anyway, I think we understand one another. 
Now, here, Mr. Dixon, Mr. Wenzell says a meeting in New York at 
Mr. Dixon’s office about F ebruary 1. Do you know what that meet- 
ing was? 

Mr. Drxon. I presume it had relation to this transaction. 

Senator Kravuver. He says he was there talking about financing; 
that he was the only one representing the First Boston. 

Mr. Drxon. He was not representing First Boston in my mind at 
that point. 

Senator Keravuver. Anyway, he was the only one there from First 
Boston who had any connection with First Boston at that meeting. 

Mr. Drxon. I think I read his testimony that he was representing 
the Bureau of the Budget in that meeting. 
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Senator Kerauver. Well, whether he was representing the Bureau 
of the Budget or First Boston, he was the only one who had any 
connection with the First Boston Corp. at that meeting. 

Then we have, Mr. Dixon, we have a meeting with Mr. Seal, the 
vice present of Ebasco, and possibly Mr. Canaday. He talks about 
that. Did you know about that? 

Mr. Dixon. I undoubtedly did. 

Senator Krerauver. Then we have a meeting in New York in Mr. 
Dixon’s office February 13 and 14. We have already discussed that. 
Meeting in New York on February 19, 1954, at the oflice of the South- 
ern Co. at which you were present, and again nobody else from First 
Boston who was connected with First Boston was there at that time. 

Do you remember that meeting ? 

Mr. Dixon. Vaguely; and in my mind he was representing the 
Bureau of the Budget at any such meetings. We had not engaged the 
First Boston Corp. 

We didn’t even know if we were going to make a proposal or have 
a contract. We engaged no financial experts. 

Senator Kerauver. Well, here is Mr. Wenzell, what he testifies 
about it: 

And at the meetings that were held in New York, is it your recollection that no 


one was present for the First Boston Corp., that is, other than yourself? 
Other than myself? I think that is correct. 


And then he goes on to talk about the meeting at the Southern Co.: 


Mr. Yates, Mr. Barrow of the Yates organization, his counsel Mr. Smith, Mr. 
Dixon, possibly Mr. Canaday, and Mr. Seal. I think Mr. Dixon’s counsel, Mr. 
James. There may have been others. 

Mr. James. May I interrupt at that point to say, sir, just to com- 
ment to Mr. Wenzell’s recollections, that I was never in any offices in 
my life that the Southern Co. occupied at that time, so I was not at 
that meeting. 

Senator Kerauver. He says possibly Mr. Dixon’s counsel, Mr. 
James. 

Now Mr. Dixon, that was the matter of the amount of equity and 
the amount of bond and the interest rate that was discussed at that 
meeting ? 

Mr. Drxon. I doubt it very much. The Southern Co. at that date 
had not even agreed to participate in a proposal with Middle South 
Utilities. 

Senator Krrauver. That was shortly prior to the time when the 
first proposal of February 20 was made. 

Mr. Dixon. That is true, but it is also prior to the time when South- 
ern Co. agreed to participate in that proposal at all. 

Senator Kerauver. And, Mr. Dixon, Mr. Wenzell went over this 
draft of a letter with you, didn’t he? [Mr. Keeffe showing the witness 
exhibit 5] which later became the letter which was signed in April or 
May. 

Mr. Keere. April 14, Senator. 

Senator Keravuver. April 14 by Mr. Linsley. 

Mr. Dixon. I presume he probably did. 

Senator Keravuver. Well, he told you he had drafted that letter. 
That was his draft. 


Mr. Dixon. He wasn’t going to sign it, though. I hadn’t asked 
any letter from him that he would sign. 
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Senator Keravuver. And that was the letter, the basis of that letter 
was what you based your statement in your April 10 proposal on? 

Mr. Dixon. I based my April 10 proposal ? 

Senator Kerauver. I am telling you what he said: That that was 
the letter, the information from that letter and his conversations in 
connection with it upon which Mr. Yates based his statement in his 
memorandum to directors that First Boston could sell the bonds. 

And he says further that that is the information that he gave you 
upon which you relied in making your February 25 proposal signed 
by you and by Mr. Yates, which reads as follows 

Mr. JAmMeEs. What page is that, Senator ? 

Senator Keravuver. Page 933: 

We have received assurances from responsible financial specialists expressing 
the belief that financial arrangements can be consummated on the basis which we 
have used in making this proposal and under existing market conditions and 
other conditions upon such consummation. 

Mr. JAMEs. Before you answer that, may I say I don’t believe the 
record shows, Senator, that Mr. Yates said that First Boston Corp. 
could sell the bonds at that time. 

Senator Keravuver. Mr. Yates’ memorandum of April 2 to the stock- 
holders. Anyway, you said in here that you have received advice 
from responsible financial people. 

Mr. Dixon. Yes, sir; that was oral advice relayed to me by Mr. 
Wenzell that he in turn had received from First Boston Cor p- in 
New York. There was nothing in writing until the letter of April 14. 

Senator Krerauver. Anyway, that is the only advice you got either 
from or through Mr. Wenzell; is that correct ? 


Mr. Dixon. I got through Mr. Wenzell. 

Senator Kerauver. The date of the eighth memorandum to his 
directors is March 2, 1954, instead of April 2, and in this memorandum 
he says: 


It has been stated that First Boston Corp. has advised Mid-South and Southern 
that they can sell. 


Mr. JAmes. That is right; that Middle South and Southern could 
sell. 

Senator Kerauver. Anyway that they, whoever that “they” refers 
to. We can argue a long time about that. 

Mr. James. I alw ays : thought a relative word like that refers back 
to the last preceding word to which it can logically and grammatically 
refer, and it couldn’t be clearer that it is Middle South and Southern. 

Mr. Kerrre. What is your point about it, Mr. James? 

Mr. James. Only that I don’t want it stated on the record that Mr. 
Yates advised the directors that First Boston could sell, because that 
is not the fact. 

Senator Kerauver. If you said First Boston advised that it or they 
could sell, that would clearly mean First Boston. 

Mr. James. If you said that it would, sir, but Mr. Yates didn’t say 
that. 

Senator Kreravuver. The testimony that has been brought out here 
by Mr. Wenzell is that he meant probably both, that Southern Co. and 
Mid-South could sell, or that they as financial agents would be able 
to sell these bonds on this basis. 


Mr. James. I don’t see how Mr. Wenzell could testify as to what Mr. 
Yates meant, though. 
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Mr. Kerrre. It is Tweedledee and Tweedledum, isn’t it, Mr. Chair- 
man ¢ 

Senator Kerauver. As of that time, Mr. Wenzell was the only man 
that you had any assurances from ? 

Mr. Dixon. I had the assurances of First Boston Corp. relayed to 
me by Mr. Wenzell. Incidentally, I think it is interesting to note that 
this draft of a letter is quite foreign to the facts as they finally resolved 
themselves. 

He talked about 130 million of debt capital, which we never sought. 
He talked about 6 million of equity. It is a draft of a letter, and I 
probably saw it, but the thing I relied on was the oral assurance, that 
314 percent cost of money would prevail. 

Senator Kerauver. Of course, after your first bid was higher than 
your final bid and then your letter was cut down to change it slightly, 
so you change 130 to 120. 

Mr. Drxon. I think that explains why we were perfectly willing to 
rely on oral assurances, because we felt there was sufficient leeway in 
that price to let us turn around if we missed it by a little bit. 

Senator Krrauver. So anyway, the meeting in New York on Feb- 
ruary 23 was immediately preceding the submission of the first offer 
of February 25. 

Mr, Dixon. That is the 19th of February meeting ? 

Senator Kerauver. Yes, that’s right. 

Mr. Dixon. And also it preceded the date when Mr. Yates advised 
me that he would participate on any basis with Middle South. 

Senator Krrauver. Now Mr. Wenzell has testified that when this 
first proposition submitted by you and Mr. Yates and he had signed 
the first proposition February 25 

Mr. Drxon. I believe he did; yes, sir. 

Senator Kerauver. Yes, it is signed by him as well as you. 

Mr. Dixon. That’s right. 

Senator Kerauver. That Mr. Wenzell went over that proposition 
with vou, went over the letter of submittal before it was finally sub- 
mitted. 

Mr. Drxon. He was not advising us on it, sir. He may have gone 
over it from the viewpoint of the Bureau of the Budget. We were 
not negotiating with him, nor were we relying on him. 

Senator Kerauver. What did you have him go over it for? 

Mr. Dixon. I didn’t. 

Senator Kerauver. What did he go over it for? 

Mr. Dixon. I presume as a representative of the Bureau of the 
Budget. 

Senator Kerauver. Anyway, it was of some importance to some- 
body that Mr. Wenzell go over the proposition before it was submitted. 

Mr. Drxon. Prob: ably so, but not to me. 

Senator Keravuver. All right, and then that letter was submitted. 

Mr. Drxon. Yes, sir. 

Senator Keravver. Then they later had a meeting in March 1954 at 
the Bureau of the Budget which Mr. Seal attended. Then a meeting 
in Ebasco’s office with Mr. Seal. Mr. Seal was your engineer at that 
time, wasn’t he? 

Mr. Dixon. Mr. Seal was the vice president and director of Ebasco. 

Senator Kerauver. I mean, Ebasco was the firm you were going to 
use, and Mr. Seal was the vice president. 
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Mr. Drxon. He was vice president and director. Heisaman I have 
great confidence in, and he was advising me on certain aspects, and 
he was coordinating the work of other people in Ebasco to get the 
technical advice I needed. He did not advise me on financial matters. 

Senator Krerauver. And then, Mr. Dixon, we come to a memoran- 
dum of General Nichols of April 3, and that memorandum, which is 
an exhibit here, states that it now appears to be getting where the 
negotiations might be consummated with Dixon- Yates, and General 
Nichols asked Mr. Wenzell to negotiate with Dixon- Yates to see if 
they could get their costs down so a contract could be arranged. If 
we had that exhibit I could give you the exact language. 

Mr. James. I don’t believe the word “negotiate” was used, sir. 

Senator Kerauver. We will get it for whatever word was used. 
We will read the exact memorandum in a few minutes. 

Now just what did Mr. Wenzell do in negotiating further with you, 
Mr. Dixon, to get your price down or your figures sharpened up, 
whatever it may be? 

Mr. Drxon. I have no recollection of anything he did. 

Senator Kerauver. It seems a certainty if you were getting close 
together and here a representative, Mr. Wenzell, came to see you—— 

Mr. Dixon. Whose representative, sir? 

Senator Kreravuver. I say a representative. We will leave out who 
he is representing for the time being, but let’s say he is representing 
the Bureau of the Budget. He comes to see you to get your figures 
sharpened up, that would be a very important matter; wouldn’t it? 

Mr. Dixon. My recollection is very hazy. Those were extremely 
busy days. 

Senator Krerauver. Let’s think back now. Take all the time you 
want. 

Mr. Dixon. I am thinking back very hard. 

Senator Krerauver. Just what did Mr. Wenzell get in touch with 
you about, and what was said about getting your costs down ? 

Mr. James. Senator, if you want the exact reference, it is at pages 
1572 and 1973 of your record here. 

Senator Krerauver. But Mr. Dixon, you answer the question. Just 
take your time and think about it all you want to. 

Just what did Mr. Wenzell do in order to help you or suggest to 
you or negotiate with you or work with you to help you get your 
figures down so that you could submit the offer later of April 10? 

Mr. Drxon. I had started to explain that, sir. My recollection is 
we were in Washington during most of that time. I was surrounded 
by technicians and engineers and counsel and the Southern Co. had 
equivalent personnel from their organization. We had been made 
aware of the fact that our earlier offer was too high. 

Senator Kerauver. Who made you aware of that fact? 

Mr. Drxon. The Bureau of the Budget. 

Senator Krerauver. Mr. Wenzell? 

Mr. Dixon. And I think that shows up in Mr. Seal’s memorandum. 

Senator Keravuver. Did Mr. Wenzell advise you that your figures 
were too high ? 

Mr. Dixon. I doubt it would be Mr. Wenzell. 

Senator Krrauver. You seem to be determined not to let Mr. 
Wenzell have much play in this matter, Mr. Dixon. 
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Mr. Dixon. There was much to do about this memorandum of 
Mr. Seal’s yesterday, so I read it last night a little more thoroughly. 

It is quite interesting to me that Mr. Seal mentioned a half a dozen 
people in the opening paragraph, including Mr. Wenzell. He then 
went on for 3 or 4 pages about what everybody had to say. 

He did not mention Mr. Wenzell’s name a single time in the body 
of the letter as having any opinion, expressing any view, but he 
mentioned other names consistently. 

At the very end he said Mr. Wenzell stopped by and said they were 
going to finish up a memo or do something, which I think puts Mr. 
Wenzell in his proper perspective in that meeting. 

Senator Kerauver. It is interesting to note that the first name he 
mentioned in paragraph 1, where he mentioned several names, was 
Mr. Wenzell. 

Mr. Drxon. He obviously wasn’t trying to hide it, was he, sir? 

Senator Kerauver. Maybe he wasn’t, but it is rather remarkable 
how you are trying to play down the participation of Mr. Wenzell. 

Mr. Drxon. He was not my agent. 

Mr. James. Senator, I think that remark is uncalled for. Mr. 
Dixon is testifying here as to the facts and doing his best, and ob- 
viously doing his best to give you the facts as they were. 

Senator Keravuver. Mr. James, we will let the testimony stand for 
itself. It is a conclusion which I think is inescapable. 

Mr. James. That I wish we would do. 

Senator Kerauver. April 3, 1954, Mr. Wenzell, quoting from 
page 1572. This is Mr. Fields’ testimony: 

Mr. Wenzell was advised by Mr. Nichols that it appeared that the Dixon- 
Yates people were now getting within the range of possible discussion and 
suggested that Mr. Wenzell encourage the Dixon-Yates group to refine their 
figures and come up with a proposal that was based upon a fixed price for 
the construction of the new facilities, and would spell out clearly the basis 
on which the demand and energy charges were calculated, including the base 
and escalation provisions for labor and fuel, as well as the proposed cancella- 
tion provisions. He indicated he thought the Commission could not consider 
a proposal that was not firm as to capital costs nor with cancellation provisions 
that were not completely justifiable. He pointed out that he would be very 
glad to meet with Adams— 
and after the word “Adams” there is an asterisk and at the bottom 
of the page it appears who Mr. Adams is. 

Now following that memorandum, General Nichols, the General 
Manager of the Atomic Energy Commission, designated Mr. Wenzel] 
to go and negotiate with you. Just what negotiations took place? 

Mr. JAmes. Where does it say that Mr. Wenzell was designated to 
go and negotiate, sir? Idon’t see that. That looks to me like another 
messenger-boy situation as I read what you have just read, Senator. 

Senator Keravuver (reading) : 

Mr. James suggested that Mr. Wenzell encourge the Dixon-Yates group to 
refine their figures and come up with— 


if that doesn’t mean discuss or negotiate, I don’t know what it means. 
But anyway, let’s just use the language here. When did he get in 
touch with you and what did he say to you about refining your figures 
and coming up with a proposal ? 
Mr. Drxon. I have no recollection of his getting in touch with 
me. I had no recollection that I had ever had any message that Mr. 
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Nichols had told Mr. Wenzell to do anything until I read this testi- 
mony the other day. 

Let me say, I am not ducking the issue. It was abundantly clear 
that there was dissatisfaction with our February 10 proposal, and 
we were dissatisfield with it by that time. We had made the Febru- 
ary 10 proposal on very, very short notice and, as a matter of fact, 
we just used TVA figures. They just said they could build a pow er. 
plant at Fulton for $200 a kilowatt. We knew we could, too. 

We said in essence in that proposal we will take the TVA figures 
included in their contract with the AEC and we still ride with those. 
We knew they were full enough; we could get along. 

Mr. Keerre. You mean your February 25 proposal, don’t you, Mr. 
Dixon? 

Mr. Drxon. Yes, sir; that is what I think I said, and that is all set 
forth. So then we had time, we did get our technicians at work, and 
we found that we could whittle down rather substanti: ally. We were 
being pressed to see whether we could or would come in with a better 
proposal. 

And I don’t know whether it was by Mr. Wenzell or Mr. McCandless 
or Mr. Hughes or Mr. Dodge or the AEC. I just don’t know who did 
it. I knew the pressure was there to either do something or say we 
couldn’t do anything. 

Now, negotiating to me is the situation we found ourselves in with 
the Atomic Energy Commission when, after having made our pro- 
posal, they said at ‘the end of June, “W ell, now, let’s sit t down and really 
negotiate and let’s see what else we can take awé ay from you,” and they 
took plenty away fromus. Itisas simple as that, sir. 

Senator Kerauver. All right, maybe I can refresh your recollection 

as to when he talked with you, to get you to try to sharpen your figures. 

At page 814 of the hear ing before the SEC: 


Did you thereafter participate in meetings with Mr. Dixon and Mr. Yates or 
others of the Middle South and Southern Cos. with respect to financing of the 
proposal that was submitted by Middle South and Southern dated April 10? 

I believe I did. 

Will you tell us when? 

That is the April 10 proposal? 

That’s right. 

I think probably I had some meetings with him in the early part of April. 

Was that prior to the proposal? 

Prior to the proposal 

Do you recall whether this was prior to the time you terminated your services 
with the Bureau of the Budget or afterward? 

It was about the same time. I can’t give you a precise date on that. 


Mr. Dixon. That is clearly logical testimony. 
Senator Krrauver (reading) : 


Can you recall whether you met with them as a representative of the Bureau 
of the Budget or representative of the First Boston Corp.? 

My meeting at that time would have been as a representative of the Bureau of 
the Budget. 

Mr. Dixon. Precisely. 

Senator KEFrAUVER: 


That was prior to April 10? 

That’s right. 

Did you have meetings at that time with representatives of the First Boston 
Corp. ? 

I think that I did. 
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So that he apparently did get in touch with you at the suggestion 
of General Nichols to try to help you get your figures in better shape. 

Mr. Dixon. I don’t doubt that he did. I said everybody and his 
brother was trying to get us to make up our minds 

Senator Krrauver. Mr. Dixon-—— 

Mr. Dixon. May I finish, sir? I said consistently I was in Wash- 
ington constantly from the Ist of April to the 10th of April. I may 
have had a weekend pass to go see my wife, but I doubt that. I was 
here, I think, every day during that 10-day period, and I was in 
contact with many, many people. 

There was no doubt in my mind that unless we put in a better 
proposal, we might as well go home, because the February 25 proposal 
would not suffice. I have no doubt that 1 saw Mr. Wenzell in that 
period. I have no doubt that if we had meetings, he may have sat in 
those meetings. 

I did not negotiate with him. I didn’t negotiate with anybody. The 
Southern Co., the Middle South and their own technicians made a 
very, very careful, thorough study to see just how good a proposal 
they could make, and we made it. 

Senator Krravuver. In your April 10 proposal you have the same 
language in the last paragraph: 

We have received advice from responsible and financial sources that the 
bonds can be sold— 
et cetera. 

Mr. Drxon. That’s correct, and that resulted by Mr. Wenzell, at 
my request, contacting 

Senator Kerauver. Acting as a courier? 

Mr. Drxon. Acting as a courier, contacting the First Boston Corp., 
seeking advice of that firm, and obviously Mr. Linsley did function 
that time. I was right half the time, because he did sign the letter 
confirming that 314 percent was an appropriate interest rate. 

Senator Kreravuver. That was signed after the April 10 proposal. 

Mr. Drxon. That’s right. 

Senator Kerauver. Now, Mr. Dixon, the April 10 proposal was 
finally ordered to be accepted, and a contract negotiated on that 
proposal, wasn’t it? 

Mr. Dixon. They said, “It looks like a pretty good proposal. Let’s 
sit down and negotiate.” They never accepted it as such. 

Senator Kerauver. Well, later on the President ordered the Bureau 
of the Budget to instruct the Atomic Energy Commission to negotiate 
on that proposal. 

Mr. Dixon. That’s right; but had we been unsuccessful in negotia- 
tions, there is no doubt in my mind there never would have been a 
contract. AEC are very expert negotiators. 

Senator Kerauver. That was the proposal upon which the contract 
was finally negotiated. 

Mr. James. Starting June 30, if we may show the date in the record. 

Mr. Dixon. Yes, sir; June 30 was the beginning of negotiations, 
hottomed on our April 10, 1954, proposal. 

Senator Kreravuver. Mr. Dixon up to the time you submitted your 
final proposal of April 10, from which negotiations eventually took 
place, who in the First Boston Corp. had you seen and talked with, 
except Mr. Wenzell? 

65950—56—pt. 216 
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Mr. Dixon. I doubt that I had seen anybody, except with this ex- 
ception, sir. 

During that interval I know I did go to an industry convention. 
It is quite common for investment bankers to attend industry con- 
ventions these days. For the life of me I don’t know whether First 
Boston had representatives at that convention or not. It was in that 
interval. If they were there, I know I talked money rates with them. 
I know I talked money rates to anybody in the financial 

Senator Krerauver. Anyway, outside of some casual conversation 
you might have had at a convention which you don’t remember if you 
did or not, up to the time your final proposal was submitted, Mr. 
Wenzell was the only person of the First Boston Corp. that you had 
talked and conferred with. 

Mr. Dixon. My recollection is he is the only one I had direct con- 
tact with with respect to this matter. I did not rely on his advice. 
The advice I relied on was corporate advice that he got for me at my 
request. 

Senator Kerauver. As a courier. 

Mr. Drxon. As a courier. 

Senator Kerauver. You don’t really expect us to believe that, do 
you, Mr. Dixon? 

Mr. Drxon. I certainly do, sir. It is the truth. I did not rely on 
Mr. Wenzell’s advice. 

Senator Krerauver. This man speaking with great authority—you 
didn’t see anybody else during that time—he was a courier for some- 
one and you didn’t even know who he was a courier for? 

Mr. Drxon. Wait a minute, Senator. Mr. Wenzell is a very hon- 
orable, forthright gentleman, of high esteem in the financial com- 
munity. Iam certain his services were valuable to the United States 
Government, for whom he was acting at the time. 

Mr. Wenzell, being a man or honor, when he said that he would con- 
tact the First Boston Corp. in New York, and seek their views, I knew 
he would do it, and he would relay them to me, and “courier” may 
seem an undignified term for a man as important as Mr. Wenzell, and 
he is important, but in relation to his importance to Middle South 
Utilities and Southern Co., he did not negotiate, we did not rely on 
his advice. 

He was not important to me, my company, in relation to his situ- 
ation. 

Senator Keravver. In any event, you knew what he was doing. You 
may describe it as a courier, but you knew he was getting information, 
bringing it back to you. He was having a lot of conferences. You 
knew what he was doing. 

Mr. Drxon. I didn’t ever say he was a courier for the Bureau of the 
Budget. Presumably he served a very useful function for the Bureau 
of the Budget, and I want to make that distinction very clear, but he 
was serving for them, not me. ; 

Senator Kerauver. Anyway, you knew what he was doing. You 
saw Mr. Wenzell around. 

Mr. Dixon. Yes. 

Senator Keravuver. And you understood he was getting information 
for you, that he was performing a service for the Bureau of the 
Budget. He was in on these negotiations. You understood that, 
didn’t you? 
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Mr. Drxon. No, sir; I understood he was serving for the Bureau of 
the Budget and, incidentally, he sought and got information from me 
on two occasions, upon which I relied. Now, we had many discus- 
sions upon which I did not base—— 

Senator Keravuver. You got information upon which you relied and 
upon which you based two firm commitments or offers to the United 
States Government. 

Mr. Drxon. Asa courier for me in that instance. 

Senator Kerauver. So you did know what he was doing? 

Mr. Drxon. I knew what he was doing for me, very little. 

Senator Kerauver. Mr. Dixon, didn’t you testify in the SEC pro- 
ceedings that you didn’t know what he was doing ? 

Mr. Dixon. For the Bureau of the Budget ? 

Senator Kerauver. You just saw him around casually. You didn’t 
know what he was doing. 

Mr. Dixon. I think that is indicative of how little importance I 
attached to his functions. 

Mr. Krerre. May I read his testimony on that, Senator? 

Senator Krerauver. Yes, read it. 

Mr. Keerre. Senator, this is the hearing of June 9, 1955, before 
Mr. Wenzell testified. 

Mr. James. May I have the page? 

Mr. Keerre. It is page 269. The question is asked by Mr. Volpe of 
Mr. Dixon: 


When you accidentally met Mr. Wenzell in February, I believe you said it was, 
on a plane, and discussed with him financing, did you know then that he was 
employed as a consultant for the Bureau of the Budget. 

Significantly, Senator, we have an objection of almost a page by Mr. 
James as to its irrelevancy. We have an objection by Mr. Lester, of the 
Division of Corporate Regulation of the Securities and Exchange 
Commission, of about a half a page objecting to the answer, colloquy 
between Mr. Volpe and the examiner, objection by Mr. Smith, counsel 
for one of, I believe, the insurance companies; wasn’t he, Mr. James? 
Mr. Smith was counsel for Southern Co.; wasn’t he? 

Mr. James. That’s right. 

Mr. Keerre. And finally the hearing examiner allows Mr. Dixon to 
answer. 

Mr. Drxon. And I did. 

Mr. Keerre. And here is the answer of the witness. The question, 
to repeat, was Did he know what Wenzell was doing when he was em- 
ployed as a consultant with the Bureau of the Budget ? 

The answer of the witness is: 


I understood he was doing some special work for the Bureau of the Budget. 
I did not then know its nature, and have never known precisely what his assign- 
ment was. 

That is on page 272. 

Mr. James. Senator, I think if you go back in this record not more 
than 5 minutes, you will find Mr. Dixon stated here he did not know 
what he was doing for the Bureau of the Budget. You confine your 
question from then on to what he was doing for Mr. Dixon, and that 
is all the testimony was. 

Senator Kerauver. Mr. James, the testimony here which we have 
gotten out of Mr. Dixon shows that he knew pretty well what he was 
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doing, he at least got information somewhere that he relied upon. He 
was in all these conferences. That is pretty hard to reconcile. 

Mr. James. It isn’t hard for me to reconcile. I think there is a 
clear distinction between his activities for the Bureau of the Budget 
and his messenger-boy services in going to the First Boston Corp. 

Senator Krrauver. Do you have any other testimony, Mr. Keeffe? 
I am going to leave that subject. 

Mr. Krerre. I would like to add that Iast colloquy, Senator, that 
when Mr. Wenzell was here, you read to Mr. Wenzell the testimony I 
have just read to Mr. Dixon, and the answer of Mr. Wenzell, after 
hearing Mr. Dixon’s testimony that he didn’t know what he was doing 
at the Bureau of the Budget, Mr. Wenzell answered on page 1369: 

I thought he understood what I was doing down here in the summer of 1953 
and subsequently ; yes, sir. 

Mr. Dixon. It just shows that our lines of communication were very 
poor, because I did not even know he made a report until I read it in 
the New York Times. 

Senator Keravuver. We are now going to go to another subject mat- 
ter in connection with this. 

Senator Lancer. Senator, could I just ask Mr. Dixon how he hap- 
pened to go over with Mr. Wenzell to the Atomic Energy Commission 
and register him in? 

Senator Kerauver. Senator Langer has a question to ask. You 
checked Mr. Wenzell in at the Atomic Energy Commission. 

Mr. Dixon. The records will show I checked lots of people in the 
AEC. 

Senator Kerauver. Mr. Wenzell signed in—what is the word on 
that ? 

Mr. Drxon. Escorted is the word, I think. 

Senator Kreratver. No, he represented, he put down, First Boston 
Corp. and escort, Mr. Dixon. How many times did you do that, Mr. 
Dixon. 

Mr. Dixon. I have no idea. I have escorted lots of people in the 
AFE( Je 

Senator Krerauver. We have several records here showing you to be 
the escort. 

Mr. Dixon. You have probably got lots of them. I have signed 
those cards a million times. You understand the procedure there, | 
am certain, sir. 

Senator Keravver. But I don’t understand your meeting Mr. Wen- 
zell, escorting him into the Atomic Energy Commission, and not 
knowing what he is doing. 

Mr. James. Senator, I think the procedure at the AEC should be 
put inthe record. Anyone who has a Q-clearance is allowed to wander 
around the halls of the Atomic Energy Commission. Anyone who 
has not a Q-clearance, is not. 

Anyone who has a Q-clearance can be an escort for somebody else 
and if two people happen to meet at the desk and are going near the 

same room or to the same room, the one with the Q- clearance always 
escorts the other, and that is the only significance of it. 

Senator Kerauver. If one with a Q-clearance is escorting people 
in and he doesn’t know what they are doing, as Mr. Dixon says he 
doesn’t, then they ought to revoke the Q-clearance. 
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Mr. Dixon. I knew he was going to go to the same meeting I was. 

Senator Kerauver. They are only entitled to that if they have busi- 
ness there. 

Mr. Dixon. Senator, I could escort you in there and have no idea 
what you were doing because I happen to have a Q-clearance and I 
would do it if the lady at the desk asked me to. 

Senator Kerauver. I wouldn’t ask you to if I didn’t have some 
business there, and I wouldn’t ask you to unless I told you what 
business I had. 

Mr. Dixon. He had business. He was going to the meeting I was 
going to. 

Senator Kerauver. Leaving this matter, Mr. Dixon, the situation is 
that there are glaring conflicts in your testimony before the Securities 
and Exchange Commission and the testimony you have given here. 

Mr. Krerrr. M: ay I add one more passage to the last bit on page 
770 of Mr. Wenzell’s testimony in the debt-financing proceeding before 
the Securities and Exchange Commission? The question was asked: 

In any event, Mr. Wenzell, it is clear to you that at that time you told Mr. 
Dixon what you were doing at the Bureau of the Budget? 

Answer. Yes, sir. 

Mr. Drxon. It obviously didn’t register. 

Mr. James. Senator, I resent that statement that there are glaring 
conflicts. I think Mr. Dixon’s testimony is consistent right through- 
out with the fact that Wenzell was a casual participant on the fringes 
of this transaction, and the memorandum we have filed is to the same 
effect, and to say that there are glaring conflicts in it, is simply not 
consistent with the record. 

Senator Kerauver. I have heard all this testimony, I have read it 
all. There are glaring conflicts between Mr. Dixon’s testimony before 
the Securities and Exchange Commission and his testimony here. 

There are many diametrical opposites between Mr. Dixon’s testi- 
mony and Mr. Wenzell’s testimony. Put the two together, one or the 
other of them just can’t be true. 

Senator Lancer. It strikes me, Mr. Chairman, that one clearly con- 
tradicts the other. I think it is such a serious matter that it ought to 
be referred by this committee to the Department of Justice for such 
action as the Attorney General of the United States may deem right 
and proper to take under all the circumstances, and I so move. I 
think it 1s the duty of this committee to send that over to the Depart- 
ment of Justice. 

Senator Krerauver. Would Senator Langer suggest also it be sent 
to the Comptroller General, inasmuch as they say they are looking 
out for the conflict-of-interest matter ? 

Senator Lancer. Yes; I do, in view of that letter. 

Mr. Keerre. It has already been sent to the Comptroller General, 
Senator. 

Since the subcommittee’s resolution, we have been giving the Comp- 
troller a daily transcript. 

Senator Krravver. I agree with Senator Langer. I think it is our 
duty to send this, if the conflicts are here. 

Whether the Department of Justice thinks they are serious enough 
is up to them, so, without objection, the motion will be sustained to 
send the transcript showing the discrepancies in the testimony, to- 
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gether with a statement from counsel, specifically pointing them out, 
to Mr. Brownell, the Attorney General of the United States. 

Mr. James. Senator, we have no objection to sending that anywhere 
you want to. You have been sending records over to the Attorney 
General from this committee this year and last year on various mat- 
ters, and you have yet to get any action on any of them. We have 
no fear of that. 

I do want to point out when you say there is a conflict between 
Mr. Dixon’s testimony and Mr. Wenzell’s testimony the most that 
there is is a difference in emphasis. Mr. Wenzell obviously consid- 
ered himself of greater importance in this transaction than Mr. Dixon 
did, and that is really the only difference between their testimony. 

Senator Lancer. Mr. Chairman, I just want to make this observa- 
tion: That this committee got action all right. We got a cancella- 
tion of the Dixon- Yates contract. 

Mr. James. Well, I think there would be a difference of opinion 
as to who got that. 

Senator Kerauver. Anyway, it will be sent to the Attorney General 
for their consideration and their action. 

Now, Mr. Dixon, when did you agree with the First Boston Corp. 
to have them act as your financial agent ? 

Mr. Dixon. We did that about the middle or the latter part of May 
1954. As you will recall, Mr. Woods testified the arrangements were 
made that the participation would be—— 

Mr. Kererre. Can’t hear you, Mr. Dixon. 

Mr. Drxon. The agreement was made that the participation would 
be 60 percent First Boston and 40 percent Lehman Bros. There was 


no formal letter of engagement or retainer. There was no precise 
date when we said “You are our agent.” 

I would think that any date would probably be the one I have sug- 
gested where the relationships between the two firms were established. 

Senator Kreravver. Who did you negotiate that with? With whom 
did you agree on them as financial agent ? 

Mr. Drxon. I believe it was with Mr. Gutman, and probably with 


Mr. Whittemore, of Lehman. I would guess it was Mr. Linsley, Mr. 
Coggeshall, or Mr. Woods, some or all of them, for First Boston Gorp. 

enator Kerauver. How did you happen to select that First Boston 
Corp. as one of your financial agents? 

Mr. Dixon. They were extremely expert and are extremely expert 
in this type of financing. ‘They had been the agent for the 15 electric 
companies that made up the Ohio Valley Electric Corp. They sell 

robably as many corporate securities as any other underwriting house. 
hey are very expert in negotiations on private placement, as this one 
wastobe. We felt they were eminently well qualified. 

Senator Keravuver. And you felt they were familiar already with 
what it was all about ? 

Mr. Drxon. That was of relative unimportance. 

Senator Kreravver. Just how important was that, Mr. Dixon? 

Mr. Drxon. Not particularly, because their familiarity with the 
Ohio Valley Electric Corp. was more — tome. It was that 
type of financing. They were quite helpful to us in determining the 
relationship between mortgage bonds and bank debt securities, for 
instance. 
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Senator Keravuver. Had they not told you how the bonds should be 
sold already, and was that not some assurance to you ? 

Mr. Drxon. No, sir; they had not told me that. First 

Senator Kerauver. Well, I mean, they had told you what the in- 
terest rate should be, the cost of money. 

Mr. Dixon. They gave me an opinion as to their best judgment as to 
what money costs would be. Unfortunately, it did not materialize. 
We had to pay slightly more than that when we did the actual 
negotiations. 

Senator Krerauver. They gave you an opinion of 314 percent interest 
and you had to pay 354, did you not? 

Mr. Dixon. We had to pay 35g for the mortgage bonds. We had 
to pay 314 for the bank loans. That was one of the consideration as to 
the split between bank debt and mortgage debt, to try to approach the 
314 percent for which we were already committed in our proposal. 

Senator Kerauver. Well 

Mr. Drxon. We had to take a slight 

Senator Kerauver. Did you make an agreement with them at the 
same time you did with Lehman Bros., or was First Boston’s agree- 
ment made first ? 

Mr. Drxon. We had talked to First Boston first and had asked them 
to start thinking and preparing a memorandum that might be the 
basis of a financing plan. The agreement as to the 60-40 participation 
was made, I would say, within a matter of a couple of weeks. 

Senator Keravver. Did you talk with First Boston first, and they 
prepared a memorandum? Do you have that memorandum here? 

Mr. Dixon. I think your committee has it, sir. I don’t. I am cer- 
tain your committee has it. 

Senator Kerauver. You have never see or heard of the memoran- 
dum ? 

Mr. Drxon. Mr. Miller gave it to your committee when he appeared 
here, sir. That was a memorandum presented to the lenders. I think 
it bore a May date. , 

Senator Kerauver. That was from Ebasco Services. 

Mr. Dixon. No, Sir. 

Senator Kerauver. That was the memorandum that he gave to the 
insurance companies ? 

Mr. Dixon. No, sir. That was the financing memorandum. 

Senator Keravuver. Was that the same memorandum that was sub- 
mitted to you? 

Mr. Dixon. Our office participated in the preparation of that mem- 
orandum. Mr. Hallingby, of our office, worked actively with repre- 
sentatives of First Boston and Lehman Corp. in the preparation of 
that memorandum. 

Senator Kerauver. Then they prepared the memorandum and it 
was submitted, and then 2 weeks Sahai you had a meeting with Mr. 
Woods and you brought Lehman Bros. in? 

Mr. Dixon. That was the chronology, subject to a little variance in 
time. 

Senator Krerauver. How did you happen to bring Lehman Bros. in 
when you already had First Boston ? 

Mr. Drxon. Well, that was rather interesting. Lehman Bros., ap- 
proached me. It was common knowledge that we had made this pro- 
posal. There was some financing that was imminent. I think it 
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was common knowledge that we had initial conversations with First 
Boston looking to this financing. They approached me and asked me 
if there would be a possibility that they might participate. 

Senator Kerauver. Who approached you, Mr. Dixon? 

Mr. Drxon. I believe Mr. Gutman was one of their partners. 

Senator Keravver. Mr. Gutman. Did you talk with Mr. Calder 
about it? 

Mr. Drxon. No, sir. Mr. Calder has been sick for several years, 
seriously sick. I don’t believe I have talked to Mr. Calder in a year 
or two. 

Senator Keravuver. So they approached you and wanted to get in on 
the financing? 

Mr. Drxon. Yes, sir. 

Senator Kerauver. And what did you tell them? 

Mr. Dixon. I told them I would like to consider it with my asso- 
ciates and with 1 or 2 of my directors. I did that. We felt that 
they could serve a useful function. We felt that we would be well 
advised to have a second viewpoint, and we did employ them. 

Senator Kerauver. What function could they serve usefully ? 

Mr. Dixon. They participated in the preparation of this memoran- 
dum. As you recall, sir, this financing had two parts: Part with bank 
financing and part with mortgage bonds financing. We felt that we 
would like to have their judgment, first as to the setup of the financing, 
and second as to starting our negotiations. 

In a sale of securities of this size, you are always looking for a bell 
cow. If you can get a large investor to take a substantial block of 
your securities, the chances are that you will have a successful sale. 
The lenders, the financial institutions—in this case, the life insurance 
companies—from time to time some of them will be long of funds; 
some of them will be short of funds. For a time some of them will be 
interested in mortgage securities principally and will be pretty well 
loaned up 

Senator Kerauver. Mr. Dixon,‘you said 

Mr. Dixon. They had an expert feel of that situation, and it was 
terribly important that we select the top 2 or 3 candidates who could 
speak up for a sizeable block of the security. The same was true of the 
banks. 

Senator Kerauver. You said you employed Lehman Bros. What 
fee did you agree to pay them? 

Mr. Drxon. That was a very interesting thing, too. When they 
approached me, they raised the fee question. It had not been dis- 
cussed with First Boston at that point. They said they felt the thing 
we were doing was a very fine thing; they felt it was in the national 
interest. They were very desirous of participating. They thought it 
would give them prestige, and they could be helpful. 

They were so anxious to participate that they would do it for an ex- 
tremely nominal fee or no fee at all if that was indicated. Ultimately 
they took no fee at all. 

Senator Kerauver. So they approached you and asked for the busi- 
ness which they were going to render some service in, and it was in 
such great national interest that their fee would be very nominal? 

Mr. Drxon. Or none at all. 

Senator Kerauver. Or none at all. 

Mr. Drxon. Yes, sir. 
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ee Keravuver. They are in the business of making money; are 
they not 
Mr. Drxon. Yes, sir. But apparently they are patriotic, too. 
Senator Keravuver. And have you ever gotten an investment banker 
who negotiated stock issues or bond issues to serve without a fee? 
Mr. Dixon. It was a complete surprise. It had never happened to 
me before. 
os Kerauver. It was the first time it had ever happened to 
ou 
' Mr. Drxon. Yes, sir. 
Senator Keravver. And when they buy the bonds and resell them, 
they expect to make a small margin ¢ 
Mr. Dixon. Well, they do it two ways. On competitive bidding 
they expect to make a margin. Sometimes they win and sometimes 
they lose. 


Senator Kerauver. And when they negotiate, they expect to get a 
fee? 

Mr. Dixon. They expect to be compensated; yes, sir. 

Senator Kerauver. And that is the first time it had ever happened 
in your experience? 

Mr. Dixon. Yes, sir. 

Senator Krerauver. And then it happened with First Boston, also? 

Mr. Drxon. Not at that time. We did not discuss fee with First 
Boston. We seldom discuss fee when we approach investment bank- 
ers. In fact, we have very, very few private placements. 

Most of our financing 1s done on a competitive bidding basis, and 
this question of fee does not arise. 

Ordinarily, in the few instances I have had experience with nego- 
tiated transactions, you deal with reputable people and you rely on 
your own ability to negotiate a fair and proper fee with them for the 
conclusion of the transaction when you see how much work it has 
been. Also, these fees are subject to scrutiny by the Securities and 
Iixchange Commission. 

Senator Kreravuver. Well, now, you had a meeting with Mr. Woods 
at which time the matter was finally consummated, which I believe was 
May 7? 

Mr. Kerrre. May 7 was the first time you spoke with Mr. Woods 
about employing Lehman, was it not? 

Mr. Dixon. | will accept that date. It was in May some time. 

Senator Kerauver. And at that time nothing was said, but you 
expected to pay them a fee; did you not? 

Mr. Drxon. I certainly did. 

Senator Keravuver. And shortly after that, did you not agree with 
Mr. Woods at this time—he did not much like Lehman being brought 
into it—he dictated a memorandum of his understanding that any fee 
would be split 60-40, 60 to First Boston and 40 to Lehman, and First 
Boston would have the first place in advertising, or first position ? 

Mr. Drxon. That is right. That seemed to be quite important to 
these investment banking fellows. 

Senator Kerauver. Was that your agreement with them? 

Mr. Drxon. Yes, sir. 

Senator Kerauver. And then, Mr. Dixon, when was the first time 
you ever heard that First Boston was not interested in a fee? 

Mr. Dixon. About November of 1954. 
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Senator Kerauver. Who told you about that? 

Mr. Drxon. Mr. Hallingby. 

Senator Krrauver. And where did you see Mr. Hallingby? 

Mr. Drxon. He is the vice president of our company. At that 
time he was assistant to the president, and when I was in New York 
I saw him daily. 

Senator Kerauver. Who had Mr. Hallingby talked about it with? 

Mr. James. May I have the question read ? 

Senator Kerauver. Who had Mr. Hallingby talked about it with? 
Where did he get the information ? 

Mr. Dixon. I believe that he received that from the First Boston 
Corp. The exact individual, I don’t know whether it was Mr. Linsley 
or Mr. Miller. I am not going to guess at names any more when I[ 
don’t know. 

Senator Keravuver. Just what did he tell you about First Boston 
not wanting to take a fee? 

Mr. Drxon. He told me that they had been in and indicated that 
they felt that they would probably accept no fee in this situation. 
We took no action on it at the time. It was unimportant to us at the 
time. 

Senator Krrauver. Now, just before you get to some other time, 
why did he say that First Boston was not going to get a fee? 

Mr. Drxon. I don’t recall. 

Senator Kerauver. Did it not arouse your curiosity as to why First 
Boston would be doing this work for nothing? 

Mr. Drxon. Yes. But I am being hesitant. Again I want to be 
so precise and frank with this committee. I have read so much testi- 
mony. I have seen the testimony of First Boston people. I have re- 
ceived a letter from them in the meantime, and it is almost impossible 
for me to determine in my mind now whether I knew some or all of 
those facts as long ago as November of 1954. 

Senator Keravuver. Did it not impress you that a company was 
going to handle your stocks and bonds for nothing ? 

Mr. Drxon. It did not impress me as much as it might have other- 
wise, because Lehman Bros. had already presented the same situation, 
that they would do this as a public service for no fee, or certainly 
for a nominal fee. So I was not nearly so surprised as if it had been 
the first time it had ever happened to me. 

Senator Krrauver. Well, you are aware, of course, Mr. Dixon, 
that one of the reasons Mr. Linsley gave for not receiving a fee was 
that there might be some misunderstanding as to Mr. Wenzell’s role 
in this matter, that somebody might claim that he was acting in a 
dual capacity. ‘That was one of the reasons they thought they had 
better not accept a fee. You are aware of that? 

Mr. Dixon. I have read his testimony as to his reasons. 

Senator Kerauver. Was that part of the reason that Mr. Hallingby 
related to you? 

Mr. Dixon. I don’t recall that. 

Senator Kerauver. When did you first know that there was con- 
cern on the part of First Boston about this conflict of interests 
matter ? 

Mr. Dixon. I don’t know that I could fix a date that they had 
concern. Let me say, sir, that this question had arisen in our minds 
a long time ago, not of any improper relationship. 
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Senator Krerauver. This question of conflict of interests? 

Mr. James. No. Please let him finish his answer, Senator, if he 
may. 

Senator Kerauver. Go ahead. This question had arisen in your 
mind, But you continue on. 

Mr. Dixon. As to whether there would be the question raised of a 
possible conflict of interests. Speaking purely for myself—and I am 
no lawyer—I saw no conflict of interests in anything that was going 
on, but I have been around Washington long enough to know that it 
is not necessarily what you do; it 1s what someone says you do. I 
knew that there had been situations where the question had been raised 
about people who had been with the Government and later took other 
employment, as to whether there had been a dual capacity, if you will, 
and I talked with my lawyer about it. 

He told me at the time that certainly it was no legal matter, that 
as far as he could see, it was just a business matter, and primarily it 
was a business matter that should be considered by First Boston Corp. 
and the Bureau of the Budget. 

Senator Krerauver. When did you talk with—is Mr. James your 
lawyer ? 

Mr. Dixon. Yes, sir. Well over a year ago. 

Senator Kerauver. You mean in July 1954? 

Mr. Drxon. Before that. 

Senator Kerrauver. Before that? 

Mr. Dixon. Yes, sir. 

Senator Kerauver. Now, what was it that occurred that made you 
think about the conflict of interests? You said the question was raised 
in your mind. Now, what was it that you saw that raised that question 
in your mind? 

Mr. Dixon. Mr. Wenzell was an employee of the First Boston 
Corp. He was on special lend-lease, if you will, to the Bureau of 
the Budget. I didn’t know what course this matter would take, 
whether we would make a proposal, whether we would get a contract. 
I discussed the matter with Mr. James as to whether, if we went 
ahead, ultimately we should use First Boston, and there was no 
decision as to whether we would or would not use First Boston, and I 
think it is interesting to note that we had not made up our minds to 
use anybody. 

Take Electric Energy, Inc., for instance. We didn’t use any agent on 
that. I negotiated that myself. We didn’t have a financial agent. 
And we were considering seriously the possibility of doing the same 
thing here. It was just one of those thoughts that went through my 
mind. As I always do, I talked to my lawyer about it 

Senator Kerauver. When did it first go through your mind? 

Mr. Dixon. May I finish, sir ? 

Senator Keravuver. All right. 

Mr. Dixon. He suggested that I mention it to Mr. Wenzell with 
the suggestion that Mr. Wenzell might want to ere to his own 
counsel and to the Bureau of the Budget. I was delighted to see by 
the testimony that Mr. Wenzell did both of those things. 

Mr. Keerre. May we have that date? 

Senator Keravver. Just a minute, 
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Now, when did it first come to your mind, just vaguely? When 
did the matter first enter your mind that there might be a conflict of 
interests ? 

Mr. Dixon. It never occurred to me there was a conflict of inter- 
ests. It occurred to me that someone might raise the point and 
claim there was. I never considered it a conflict of interests. 

Senator Keravver. Is that the reason you labored so hard not to 
mention Mr. Wenzell’s name last December ? 

Mr. Dixon. No, sir. I think it explains why we have been so forth- 
right in the matter, because we raised the point; we had no reason to 
believe there was any conflict. 

Senator Kerauver. Now, when was it that it just entered your 
mind that there might be a conflict of interests? 

Mr. Dixon. Early spring of 1954. 

Senator Keravuver. Along in February or March? 

Mr. Dixon. May I check with counsel? I can’t pinpoint it in my 
own mind. 

Senator Keravuver. If you want to check with counsel. 

Mr. Drxon. It was in that general area, I would say. 

(The witness conferred with his counsel.) 

Mr. Dixon. Mr. James suggested it was February 1954. 

Senator Keravuver. February. Now, what was the particular event 
that happened that caused you to raise a question in your mind ? 

Mr. Dixon. I could think of none. 

Senator Krerauver. But you had seen Wenzell apparently. You 
saw what he was doing. It must have been something. 

Mr. Dixon. Obviously it was. 

Senator Keravuver. That is what it was about; was it not ? 

Mr. Dixon. Obviously that is what it was about. 

Senator KeFavuver. Now, whom did you talk with when this ques- 
tion of conflict of interests was raised in your mind? You said you 
talked to Mr. Wenzell? 

Mr. Drxon. I talked with my counsel, and at his suggestion I sug- 
gested that Mr. Wenzell might want to explore it, and I dismissed it 
from my mind. 

Senator Kerauver. When did you talk with your counsel? 

Mr. Drxon. In February. 

Mr. Keerre. Let us have the date. 

Mr. Dixon. About February. 

Senator Keravuver. February. And he suggested that you go see 
Mr. Wenzell? 

Mr. Drxon. He suggested I raise the point. I am certain I made 
no special trip to do it. 

Senator Kerauver. Did counsel advise you that a conflict of inter- 
ests might invalidate the whole contract? 

Mr. Drxon. No, sir. 

Senator Keravuver. You knew that to be true, though, did you not? 

Mr. Drxon. No, sir. 

Senator Kreravver. As the Comptroller has now found, that if there 
has been a conflict of interests under the terms of the statute, it might 
throw out the whole contract? 

Mr. Drxon. No, sir; I don’t recall anything like that. If I would 
feel] like—— 
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Senator Keravuver. When did you discuss it with your counsel, Mr. 
Dixon? 

Mr. Dixon. I was practically living with my counsel in those days 
while we were getting this proposal together, and I raise all matters 
like this with my counsel. We work very closely together. 

Senator Keravuver. But particularly what did you have in mind 
when you consulted Mr. James about this conflict of interests? 

Mr. Dixon. Nothing. And I am not sure whether I raised it or 
he raised it. It was one of many things that we discuss as we go 
along. 

Senator Keravuver. And he advised you to go and see Mr. Wenzell ? 

Mr. Drxon. He advised we to discuss it with Mr. Wenzell. We 
didn’t make a special trip to go see him. 

Senator Kerauver. Now, if he was doing something that caused 
you to think about conflict of interests, how come you testified that 
you really did not know what he was doing ? 

Mr. Dixon. I wonder if the reporter would read that back. I am 
sorry. 

Senator Kerauver. Read it back. 

(The record was read by the reporter.) 

Mr. Drxon. That is perfectly simple. He was doing some work 
for the Bureau of the Budget. It was my logical assumption that 
when he completed that assignment he would go back to his firm in 
New York. Certainly there was nothing he was doing for me that 
raised it in my mind. 

Senator Kerauver. Mr. James, this date is rather important. You 
must have a record of when Mr. Dixon consulted you about this. Mr. 
Dean has given us his blotter entries, or referred to them. Would 
you do so? 

Mr. James. Sir, I don’t have to refer to the blotter entries on that. 
They would not show when he consulted me on that. But I have 
checked up on this, that when Mr. Dixon said he was going to raise 
the question with the First Boston Corp., and did, and was told that 
they were going to consult Mr. Dean, that was right before a weekend 
when Mr. Dean, having come back from Korea, made a talk at the 
University Club. I checked on that date, and it was February 23. 


Now, beyond that it was sometime within 10 days or a week before 
that. 


Senator Kerauver. You say around February 13? 

Mr. James. Well, some time within a week or 10 days before Feb- 
ruary 23, 1954. 

Senator Krerauver. Well—— 

Mr. James. May I add, Senator 

Senator Kerauver. All right, Mr. James. 

Mr. James. That the question that was raised was not necessarily 
a conflict of interests alone, but the kind of attack that was made on 
this proposal was such that you could not afford to be in a situation 
where it might even be made to appear to have some taint of illegality. 
It was not just a question of legality alone. Asa matter of fact, I did 
not raise it on that basis. It was a question of the kind of fight that 
this was developing into and there was no use in carrying along the 
fracas that somebody had been in the Bureau of the Budget, even 
though in his dealings from then on it was going to be with insur- 
ance companies and banks, if any. 
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Senator Krrauver. In other words, it might look bad if this thing 
eames out? The Senators and Congressmen might be screaming about 
it ? 

Mr. James. Well, leaving out Senators and Congressmen, Senator, 
it was a complex situation, and it could be made to look bad very 
easily. 

Senator Kreravuver. That is right. 

Now, Mr. Dixon, this apparently then was along in February 13 or 
14. As of that time Mr. Wenzell had already acted, as you say, as a 
courier to get financial or money-interested advice. ‘Is that what you 
were worrying about ? 

Mr. Dixon. I don’t think he performed that service. He may have. 
Again, these dates are fuzzy, Senator. But as Mr. James has stated 
so much better than I can, it arose in our mind as a situation that some- 
one might scream about. 

Senator Kerauver. Now, it is a little bit unusual and hard for me 
to understand, Mr. Dixon, how as early as February 13 and 14 Mr. 
Wenzell was doing something that you knew about which caused you 
to speak to your attor ney about a possible conflict of interests, and yet 
in June 1955, more than a year afterward, you testified that you really 
did not know what he was doing. 

Mr. Drxon. I think 

Senator Krrauver. How do you put those two things together ? 

Mr. Drxon. Well, I don’t think that is exactly what I said, sir. 

Senator Krravver. Well, it was essentially that, that he was 
around, but you did not know what he was doing. 

Mr. Drxon. Well, I knew he was doing some special services for 
the Bureau of the Budget. I knew his principal occupation was with 
the First Boston Corp. in New York. I personally never thought 
then, and I do not think now, that there was a conflict of interests. 
It was one of these many thoughts that go through your mind. When 
you have been through as many fights as we e have, all sorts of things 
go through your mind, as to what someone might raise, and we took 
unprecedented care in this situation, Senator, to avoid any situation 
that could be the subject of controversy. We were not very successful 
at it. 

Senator Kerauver. Well, Mr. Dixon, after February 13 or 14, when 
you were confronted about this conflict of interests, you used Mr. Wen- 
zell very substantially after that time; to wit: He prepared this draft 
of a letter on which you based your financing, February 24. He re- 
viewed your contract, your offer of February 25. 

Mr. James. Now, the testimony is not that he did that for us, sir. 

Senator Krrauver. Anyway, he read it over. 

Mr. James. Not for us. 

Senator Krravuver. I would say that he did many things for who- 
ever he did it for. 

Mr. James. You said “for us.” 

Mr. Kererre. That is his testimony, Mr. James. 

Mr. James. It might be his, but it is not ours, not Mr. Dixon’s. 

Senator Krravuver. Well, that is Mr. Wenzell’s testimony, but, 
anyway, he did act as a courier for you, as you say, in getting financial 
advice, and then on his testimony, he went out and negotiated, after 
General Nichols, or did'some work after General Nichols had asked 
him to on April 3. He met with you shortly before the April 10 pro- 
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posal to go over that with you, in meetings where he was the only one 
whoever had any connection with the First Bston. Did that not bother 
you that you were letting him carry on these activities which might 
result in conflict of interests? 

Mr. Drxon. Sir, if I had felt that there was a conflict of interests, 
we would not have employed the First Boston Corp. I did not then, 
and I do not now, feel that there was anything improper or that there 
was. any conflict. 

Senator Krrauver. Why were you concerned about it back at that 
time that you were so clear about it? 

Mr. Dixon. I am sorry, sir, could I 

Senator Kerauver. Well, you said that you did not feel now, and 
you had never felt, that there was any conflict of interests. Why did 
you consult your lawyer about the matter back on February 14? 

Mr. Dixon. I think you are dignifying it beyond its proper propor- 
tion, sir. It was a question of, my lawyer and I talked about it at that 
time. I did not say I was concerned about it. It was just something 
that entered my head. I suggested to Mr. Wenzell that he had better 
consider talking to his principals. 

Senator Kerauver. Now, just what did you tell Mr. Wenzell ? 

Mr. Dixon. I don’t remember the conversation, sir. 

Senator Kerauver. Where did you see him when you told him that? 

Mr. Drxon. I don’t know. 

Senator Krravuver. In Washington or New York? 

Mr. Dixon. One or the other. 

Senator Kerauver. Just what did you tell Mr. Wenzell? Now, 
think hard, Mr. Dixon. Just what did you tell Mr. Wenzell? 

Mr. Drxon. I can’t repeat a conversation that I had 2 weeks ago, 
let alone 2 years ago, sir. 

Senator Kerauver. But this was not simply a matter of conversa- 
tion. This question, as you say, was raised in your mind. You con- 
sulted your lawyer. Now you are talking with Mr. Wenzell. 

Mr. Drxon. The substance of what I undoubtedly told him was that 
this thought had crossed my mind, that he was doing some special 
work, he was with an investment banking firm in New York, and had 
he considered the possibility that this charge might be leveled, perhaps 
he would want to check with his people and his counsel or the Bureau 
of the Budget, and the record shows that he did both. He received 
advice from very eminent counsel, Mr. Dean. The embarrassment was 
never, in my mind, an embarrassment that would come to us. It was 
something that in my mind was one of those things, and, believe me, 
Senator, we thought of more things that might be leveled, untrue as 
they are, and we took undue precautions to avoid them, if possible. 
This was a potential. 

Senator Krerauver. You mention the possibility of some big charges 
being made in that connection with Mr. Wenzell, with this contract, 
that at that time was such a hot potato, is that a fair statement ? 

Mr. Drxon. I wanted no conflict that I could avoid. But I wanted 
no charges, founded or unfounded, that could be avoided. 

Senator Kerauver. Then after that, you called Mr. Wenzell and 
suggested that he think the matter over and consult the Bureau of 
the Budget and maybe his lawyers. 

Senator O'Mahoney, we are glad to see you. 
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Senator O’Manonry. It is difficult to attend all midsummer mat- 
ters, and attend all meetings, and the floor action. 

Senator Krrauver. We have just been discussing this matter. Back 
in February, it came across Mr. Dixon’s mind, the « question was raised 
in his mind, as to whether Mr. Wenzell might be getting into some 
quasi-dual capacity or alleged dual capac ity situation resulting i ina 
lot of charges being aired out, untrue as they were. I was discussing 
that with Mr. Dixon. 

Then, when did you talk with Mr. Wenzell about it again? 

Mr. Drxon. I am not sure that I ever did. 

Senator Keravver. Think hard, Mr. Dixon. 

Mr. Drxon. I am thinking hard, because I certainly want to continue 
to be frank with this committee, sir. 

Senator Kerauver. Well, it would seem natural that after you sug- 
cested that he consult. with the Bureau of the Budget and with his 
lawyers, before you let him continue on being your courier with First 
Boston, that you would bring up the matter with him again. 

Mr. Dixon. No, sir: my feeling at the time and, even now, was that 
the embarrassment, if any, of such charges, would be against First, 
Boston and the Bureau of the Budget and he was eminently qualified 
to decide whether he should continue with whatever he was doing. 
I certainly left the matter with First Boston to decide their own 
position. 

Senator Kerauver. You were only worried about the possible 
charges against the Bureau of the Budget and the First Boston, by 
virtue of the fact that some of the mud might splash over on you; 
were you not ? 

Mr. Drxon. I think that is a fair statement. I did not want any- 
thing splashing on me. 

Senator Krravver. Then you took this precaution of suggesting 
that he talk with the Bureau of the Budget and his lawyer, so that 
the mud would not splash on you, but it would seem, Mr. Dixon, that 
before you put yourself in a position where the mud would have 
splashed on you, that you would talk with him again. 

Mr. Drxon. I think it is highly likely that we did, but I cannot 
specifically say that we did. If I were to give an offhand recol- 
lection, I think, without question, my judgment is that he probably 
told us we had nothing to be concerned about, or he had nothing to be 
concerned about. 

Senator Krrauver. This question came across your mind. You 
talked to Mr. Wenzell; you talked to Mr. James. Whom else did 
you talk with about it? Did you talk with Mr. Hughes? 

Mr. Drxon. No, sir; not that I recall. 

Senator Kerauver. Whom else did you talk with about it, Mr. 
Dixon? 

Mr. Drxon. Undoubtedly, my own associates. We were working 
very closely together, and I may or may not have talked to my asso- 
ciates about it. But it was not an important question in my mind, sir. 

Senator Kerauver. Well, did you talk with Admiral “Strauss or 
General Nichols about it? 

Mr. Dixon. I would doubt it very much, sir. 

Senator Krrauver. Sherman Adams? 

Mr. Drxon. I never saw Sherman Adams or talked to him until 
about a month ago. 
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Senator Kerauver. Mr. Canaday, did you talk to him about it? 

Mr. Dixon. I may have. Mr. Canaday and I worked very closel y 
together. We were living together constantly during that perio 

Senator O’Manoney. What was your conversation with Mr. Adams 
a month ago? 

Mr. Drxon. It was the day after the decision had been made to 

cancel our contract, and I was invited to the White House. The Presi- 
dent thanked us for the ethical manner in which we participated in 
this situation, and the gracious manner in which we had bowed out. 

Senator O’Manonry. Did he know it? 

Mr. Drxon. He told me the day before. I was out. 

Senator Kerauver. Mr. Dixon, thinking about this matter in retro- 
spect, the fact that a conflict of interests came to your mind, is it not 
clear to you now why his name was left out of the chronology, why 
Sherman Adams halted the SEC proceedings for several days? 

Mr. Dixon. I have no judgment on that, sir. We did not hide the 
name. It was revealed in cor respondence filed with this committee. 
We took no efforts, whatever, to hide the name of Mr. Wenzell, or our 
association with him. What other people did, I have no comment. 
I don’t know. 

Senator Krrauver. Of course, you could not remember his name 
very well in the equity proceedings in the SEC. 

Mr. Drxon. I could remember him. I had known the name for many 
years. I wasn’t asked about it. 

Mr. James. Sir, the memorandum was filed in the equity pro- 
ceedings, Mr. Seal’s exhibit with Mr. Wenzell’s name in it twice. We 
made no effort to hide it; we voluntarily produced it. 

Senator Krrauver. Of course, with Mr. Seal there was no identifica- 
tion as to who Wenzell was. 

Mr. James. We did not identify other people who were of greater 
importance. 

Senator Krerauver. But Mr. James, when Mr. Dixon was asked who 
he had had conversations with at the First Boston, and he said di- 

rectly or indirectly with Mr. Linsley, and Mr. Linsley knew nothing 
about it, a forthright answer would certainly, I am sure you would 
agree, be, “I talked ‘with Mr. Wenzell.” 

Mr. James. No, sir. I would expect him to name the man from 
whom he thought he was getting advice, regardless of who brought 
the advice to him, 

Senator Kerauver. That was not the question. It was who he had 
had conversation with. But we have been over that. Then when 
was the next matter when this conflict of interests came to your atten- 
tion or came into your mind again ? 

Mr. Drxon. I remember Senator Lister Hill made a speech about 
itonetime. It came to my attention then, of course. 

Senator Kerauver. That was in February 1955. 

Mr. Dixon. I read that, of course. 

Senator Kerauver. What did you do when you heard about Senator 
Hill's speech ? 

Mr. Drxon. Nothing. 

Senator Kerauver. Whom did you talk with about it? 

Mr. Drxon. If I talked with anybody, it was just commenting on 
a news article. It did not cause me to do anything, sir. 

65950—56—pt. 2——17 
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Senator Kreravuver. Did you know about this big meeting of Messrs’ 
Woods, Linsley, and Wenzell the day following this speech ? 

Mr. Drxon. No, sir; not until I read it in his testimony. 

Senator KEFrauver. Did you read Senator Hill’s speech fully ? 

Mr. Dixon. No, sir. 

Senator Krrauver. But you saw where he was charging dual rela- 
tionship on the part of Mr. Wenzell ? 

Mr. Dixon. I got the general sense of his speech. 

Senator Kerauver. Did you talk with anybody in the Bureau of 
the Budget about it? 

Mr. Dixon. No, sir. 

Senator O’Manoney. Did you have any of your staff read Senator 
Hill’s speech ? 

Mr. Dixon. They may have read it, but not at my direction, sir. 
They have more time to read than I do, I fear. 

Senator O’Manonry. Well, it strikes me that a speech by Senator 
Hill dealing with a matter in which you had such a vital stake, so 
far as money is concerned, which was of such great importance to the 
28,000 stockholders in Middle South, no one of whom has more than 
2 percent, that you would want to know what was being said on 
the floor of the Senate about this deal. Or did you feel that it was 
so tied up that nothing could cancel that contract ? 

Mr. Drxon. I felt with confidence that the newspapers had given 
the essence of what Senator Hill has said. These have hott extremely 
busy months for me, Senator. 

Senator O’Manoney. I could imagine. 

Mr. Drxon. And there were many things that I would like to read 
that I have not. If I had had more time, I probably ae have 
read the speech. I did not think it affected our contract. I did not 
think that there was a conflict of interests. I still do not. 

Senator O’Manoney. You still do not think there was a conflict 
of interests? 

Mr. Dixon. No, sir; I do not. 

Senator O’Manoney. W ell, I will say to you frankly that I have 
been amazed at this testimony. 

I have never been down in the Tennessee Valley. I have flown over 
the dam which is named after the former great Senator of Nebraska, 
George Norris, and that is my only visit in that area. But what has 
been revealed to me here has been a constant desire upon the part of 
persons who were interested in this, including yourself and Admiral 
Strauss and to some extent Mr. Hughes, who seemed to know what 
Wenzell was doing. There is no question about it that you wrote a 
letter to the First Boston Corp. expressing the desire to pay a fee 
to the First Boston Corp. 

Mr. Dixon. No, sir; 1 did not do that. 

Senator O’MaHoney. Well, it was done by your company. 

Mr. Drxon. No, sir; it was not. 

Senator O’Manoney. Is that not in the record ? 

Mr. Kererre. I do not believe there was a letter. I think what you 
are thinking of, Senator O’Mahoney, is testimony by Mr. Canaday. 

Senator Kerauver. No. There was an exhibit that any fee to be 
charged would be 60-40, and First Boston would have first place in 
the listing. That was in May of 1954. 
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Senator O’ManHonry. Yes. I remember there was some testimony 
to that effect. 

But in any event, it was testified that First Boston and Lehman 
bros., worked out the financing; is that not a fact ? 

Mr. Drxon. They assisted us with that, yes, sir. 

Senator O’Manonegy. And you had conferences with them, or your 
people had conferences witli them ? 

Mr. Drxon. Yes, sir. 

Senator O’Manonry. And Mr. Wenzell testified that Admiral 
Strauss at least twice took him to a White House conference about 
this matter. 

Mr. Dixon. I had no knowledge of that, sir. 

Senator O’Manoney. That might be. But Admiral Strauss, who 
Wenzell says took him down there, made statements to the press that 
it had never occurred to him that Wenzell represented First Boston. 
Corp. 

(Subsequent to the adjournment of these hearings, and on rereading 
the official record, Senator O’Mahoney indicated he had inadvertently 
mentioned that it was Mr. Wenzell who had gone to the White House. 
Actually, it was Mr. R. W. Cook, Deputy General Manager of the 
Atomic Energy Commission, who had testified that he, Mr. Cook, had 
gone to the White House under these circumstances. ) 

Mr. Drxon. I would think that would be between Admiral Strauss 
and Mr. Wenzell. 

Senator O’Manonry. Of course, it is. 

Mr. Dixon. I have no knowledge of that. 

Mr. James. Senator O’Mahoney, you were not here when I stated 
what the distinction is that you are missing, and that is that neither 
Mr. Wenzell 

Senator O’Manoney. I do not like to miss anything. 

Mr. James. I would like to state this for you. Neither Mr. Wenzell 
nor the First Boston Corp. ever at any time engaged in any transaction 
as an agent for Mississippi Valley between Mississippi Valley Gener- 
ating Co. and the Government, never at any time. 

They were agents purely in connection with negotiations with insur- 
ance companies and banks, nongovernmental institutions. They never 
at any time represented the company in negotiations with the Govern- 
ment. 

Senator O’Manoney. To whom did First Boston Corp. write that 
letter saying that they would charge no fee? 

Mr. Kererre. The letter of May 6. That was written to Middle 
South, Mr. Dixon. 

Mr. Dixon. That was addressed to Middle South Utilities. 

Mr. James. That was again in connection with their services with 
private corporations, with banks and insurance companies, and noth- 
ing with the Government. 

Senator O’Manoney. Well, was it not with respect to the financing 
of Mississippi Valley ? 

Mr. James. That is correct. But the financing transactions were 
with private corporations. We were not borrowing Government 
money. We were not buying Government securities. 

Senator O’Manoney. Oh, no. I never 

Mr. James. We had no transaction with the Government on that. 

Senator O’Manoney. I did not suggest that, sir. 
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Mr. James. You talked about conflict of interests. 

Senator Krrauver. Mr. James, any fee, if one was going to be 
paid, would have been paid by Mississippi Valley Generating Co. ? 

Mr. James. That is correct. 

Senator Kerauver. So, as Mr. Dixon said, “I employed them.” He 
employed Lehman Bros.; he employed First Boston. 

Mr. James. Yes. 

Senator O’Manoney. He retained them. 

Mr. James. All right. Either word. They were the agents in the 
financing. 

Senator O’Manoney. Let me get this straight in my mind, Senator. 

There was no question now ‘that the Dixon-Yates organization, 
Mississippi Valley Generating Co., did retain First Boston. 

Mr. Drxon. None whatever. 

Senator O’Manoney. There is no doubt about it ? 

Mr. Drxon. No; no doubt whatever. 

Mr. James. That is conceded. 

Senator O’Manoney. No doubt at all. There is no doubt that Mr. 
Wenzell was invited to go to the Bureau of the Budget to make the 
plans for the handling of this TVA problem ? 

Mr. James. That we knew nothing about it, in Mississippi Valley, 
Senator. That was done by the Government. If they did that, we 
learned about it for the first time when it came out in the New York 
Times. 

Senator O’Manoney. But Mr. Dixon in his prepared statement to 
this committee yesterday, which must have been thoughtfully written, 
specifically stated that he came into this business because of the direc- 
tive of the President, of the Atomic Energy Commission 

Mr. James. Of the United States. 

Senator O’Manoney. What? 

Mr. James. The President of the United States. 

Senator O’Manoney. The President of the United States, certainly. 
So that by his own testimony, Mr. Dixon takes this back to the first, 
the very first action, the directive of the President. Of course, the 
President in his press confer ence the other day laid the initiative on 
Mr. Dodge, which, of course, is undoubtedly true. It was not the 
President who conceived the idea. The President tells us that it was 
Mr. Dodge who first took the initiative, and it was Mr. Dodge and Mr. 
Hughes who brought Wenzell in, and he laid out the plan and then you 
came in, according to your own statement, Mr. Dixon. 

Mr. Drxon. He did not lay out our plan, sir. 

Senator O’Manoney. He laid out the plan for getting a private 
utility to step into this picture, and you were the chosen utility. 

Mr. Drxon. No, sir. I wasn’t even chosen. 

Senator O’Manoney. You were selected out of all the utilities to 
do this. 

Mr. Drxon. I don’t know why they would do that to me. 

Senator O’Manonry. I would be sorry, too, if they did it to me. 

Mr. Drxon. I doubt that they did it. 

Senator O’Manoney. Well, I know that they did it. 

Mr. Drxon. They did not ‘ick me out. 

Senator O’Manoney. Well, you were picked. 

Mr. Drxon. I am here. 
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Senator O’Manoney. Well, we are trying to find out how you got 
here. 

Mr. Drxon. Yes, sir. 

Senator O’Manonery. And we have it clear that from the testimony 

that is not denied in the case Wenzell went down to lay out the plan, 
that he was put on the roll as a consultant or an adviser to the Bureau 
of the Budget, that he laid out his plan, he filed it, and then he began 
going to the White House, to these conferences, and then there sud- 
denly dawned on all concerned, and you, too, that Wenzell was con- 
cerned about the dual capacity that he was serving, and it worried 
him, and I understood that you have acknowledged that it worries 
you. 
‘ (Subsequent to the adjournment of these hearings, and on rereading 
the official record, Senator O’Mahoney indicated he had inadvertently 
mentioned that it was Mr. Wenzell who had gone to the White House. 
Actually, it was Mr. R. W. Cook, Deputy General Manager of the 
Atomic Energy Commission, who had testified that he, Mr. Cook, had 
gone to the White House under these circumstances. ) 

Mr. Drxon. I did not say it worried me. It crossed my mind that 
someone might allege such a thing. I raised it with Mr. Wenzell 
because I felt the embarrassment, if any, would be to him, to his com- 
pany, and to the Bureau of the Budget. 

Senator O’Manoney. Yes. Well, you do feel that now, do you 
not ¢ 

Mr. Dixon. I think that has been the end result, sir. 

Senator O’Manuonry. And all because he was an employee, a paid 
employee, of the First Boston Corp., and he was acting within the 
Government to bring about the train of events that landed Mr. E. H. 
Dixon right in the middle? 

Mr. Drxon. I know nothing of the chain of events, and I have been 
a most interested reader of all that happened prior to my entrance 
into this arena. 

Senator O’Manonry. Isn’t this statement of mine true? 

Mr. Drxon. I don’t think it is tied together quite as closely as that. 
But I am in no position to discuss administration policies. They have 
never discussed them with me. 

Senator O’Manonry. How could they help discussing them with 
you when they were discussing this contract with you ? 

Mr. Drxon. I knew nothing of these reports that Mr. Wenzell had 
put together, and I did not even know he was working for the Bureau 
of the Budget in 1953 until I read it in the Times the other day. 

Senator O’Manoney. Well, 2 or 3 times yesterday you spoke about 
how you joined this movement in order to save the taxpayers. 

Mr. Drxon. Yes, that is true. 

Senator O’Manonery. Now, that was the same statement that Wen- 
zell was making, about saving the taxpayers—— 

Mr. Drxon. I am glad we had a common purpose. 

Senator O’Manoney. From the terrible disaster of a public dam. 

Mr. James. Aren’t there a lot of people saying that, Senator? 

Senator O’Manoney. Yes, there are, of course. 

. James. So it is no coincidence, or it is just a coincidence; is it 
not $ 


Senator O’Manoney. Oh, coincidence among cooperators; yes. 
Mr. James. No. 
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Senator O’Manoney. You were cooperators ? 

Mr. James. No; there were many people saying that. 

Mr. Drxon. Seriously, sir, this plan evolved following a meeting 
of January 20, 1954. 

Senator Krravuver. I would like to finish this fee business, and 
then we are going to have to recess because we have some bills on 
the floor. 

I must say that this information relative to the consultation be- 
tween Mr. Wenzell and Mr. Dixon with reference to the possible 
conflict of interests is new information and rather startling infor- 
mation, the first we have heard about it, and I think we are going to 
have to pursue this matter, and I hope we get through today. 

But I have three more subjects in connection with Mr. Dixon’s 
participation that we are going to have to inquire about. So we 
are going to have to ask you gentlemen to stay over until the morning. 

Would it be possible ? 

Senator Lancer. Could I ask just one question? Mr. Dixon, you 
said that Lehman Bros. said there would be no fee? 

Mr. Dixon. No, sir. Ultimately they did. They initially said 
that they would like to participate 

Senator Lancer. Who told you that? Who in Lehman Bros. told 
you that? 

Mr. Dixon. Mr. Gutman. He said they were anxious to participate 
and they would be willing to do the work for a nominal fee or no fee 
at all. 

Senator Lancer. Who told you that? 

Mr. Dixon. Mr. Gutman. 

Senator Lancer. Who? 

Mr. Drxon. Gutman. G-u-t-m-a-n, I believe it is, a partner of 
Lehman Bros. 

Senator Lancer. Do you know his first name? 

Mr. Drxon. No, sir. Monroe, Monroe Gutman. 

Senator Lancer. And when did he tell you ? 

Mr. Drxon. Back in May 1954. 

Senator Lancer. I thank you. 

Mr. Dixon. You are welcome, sir. 

Senator Krrauver. Now, let us see if we can finish the fee part 
of it today before we recess, and then we will start again at 10 o’clock 
in the morning. 

Senator LANGER. We are going to have quite a session. 

Senator Kreravuver. Mr. Dodge is coming up, and we have had an 
engagement for some time with him. 

Now, Mr. Dixon, why don’t you think again, now? Mr. Hallingby 
must have given you some reason related to him why the First Boston 
was not going to accept a fee. What was that reason? 

Mr. Drxon. I can’t recall it, sir. 

Senator Krravver. There must have been some reason related to 
himself. 

Mr. Drxon. I agree that there must have been some reason. 
Senator Krravver. The first time it ever happened to you in your 
life? 

Mr. Drxon. The second time. 

Senator Keravuver. Well, Lehman Bros. 

Mr. Drxon. That was the first. 





POWER POLICY 933 


Senator Krerauver. And here now First Boston comes along and 
says that they are not going to accept a fee. Just what was it that 
he told you? 

Mr. Drxon. I don’t recall, sir. 

Senator Kerauver. Then, Mr. Dixon, on May 11, Mr. Canaday 
testified before the Railway and Public Utility Commission of Arkan- 
sas that the matter of the fee was left open, the matter of compensa- 
tion for the First Boston and Lehman had not been settled. How 
did it happen that you were told that no fee was going to be charged ? 

Mr. Drxon. It came about this way, Senator. It was a function 
of rather delicate timing, as I recall it. Mr. Canaday had gone south 
to appear before the Arkansas Public Service Commission. My recol- 
lection is that after he had left town I received a letter from First 
Boston where they said that they would not accept a fee. My recollec- 
tion is that I had not concluded the matter definitively with Lehman 
Bros., and we felt that the wisest thing would be for the question 
to be reserved, that there might be a fee, and I think the testimony 
is very clear that there may be, because we had not definitively decided 
the question with Lehman. We were not certain as to whether there 
would be compensation for expenses. But there is no attempt to 
evade, sir. 

Senator Krrauver. Mr. Canaday’s testimony there on May 11, 5 
months after Mr. Hallingby had told you that First Boston was not 
going to accept a fee, 1 year after Lehman Bros. had told you that 
it would be a nominal fee or no fee at all—Mr. Hallingby testified 
that the matter of compensation for First Boston and Lehman Bros. 
had not been settled ; it was left open. 

Mr. James. To correct the record, you meant Mr. Canaday. 

Senator Keravuver. I meant Mr. Canaday. 

Now, after all that time, could it still be open? 

Mr. Dixon. My recollection is that the den portion of it was 
still open. 

Senator Krrauver. You said First Boston. 

Mr. JAmeEs. Do you have his exact words, Senator ? 

Senator Krrauver. We have the words. They are in the record. 
Here is part of it: 

Excerpt of testimony of Paul A. Canaday, May 11, 1955, at page 33 of the 
transcript— 
that is before the Public Utility Commission: 


We used the services of the First Boston Corp. and Lehman Bros. in working 
out general terms of the loans and we may pay them a fee. 

After all this talk about no fee going to be charged, still as late 
us May 11 your vice president may be going to pay them a fee. 

Mr. Dixon. Of course, he is here and can speak for himself very 
well. My judgment is that he was referring to the Lehman portion 
of it. 

Fees were not a matter of consideration with that Commission at 
that time, were they, sir? 

Mr. Canapay. They were being reserved. 

Senator Krrauver. That is what you testified, was it not, Mr. 
Canaday ? 

Mr. Canapay. Whatever I testified is of record, but I testified sub- 
stantially in that respect; yes, sir. 
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Senator Krrauver. Did you have in mind that you might have to 
pay a fee? 

Mr. Canapay. We certainly did not know whether we would or 
not, sir. 

Senator Kerauver. Well, I thought the thing had been settled, 
and to First Boston you were not going to pay a fee. 

Mr. Drxon. With the First Boston, yes, sir; but not with Lehman. 
That is my recollection. 

Senator Kerauver. But wasn’t Mr. Canaday working with you 
in this? 

Mr. Canapay. Yes, indeed. 

Mr. Drxon. As I say, with the Lehman portion my recollection is 
that it was still open at that time. 

Senator Krrauver. Mr. Canaday, did you know about this, that 
First Boston was not going to charge a fee? 

Mr. Canapay. Senator, I had not seen the letter, and so far as I 
know, the letter had not been received, although it was dated prior 
to the 11th. 

Senator Kerauver. It was dated May 6. 

Mr. Canapay. Yes, sir. I did not know of this letter, sir. 

Senator Kerauver. You did know of this conversation back in 
November ? 

Mr. Canapay. I don’t recall that conversation at all, sir. I prob- 
ably did. 

Senator Kreravver. So far as you knew, then, on May 11 a fee might 
be charged ? 

Mr. a So far as I personally knew, when I testified, the 


question had not definitely been settled, or I would not so have 


testified. 

Mr. Keerre. May we have the date when you received that May 6 
letter ? 

Mr. Canapay. No, sir; I don’t know. 

Mr. Keerre. Do you have it? 

Mr. Drxon. It is in the office. 

Mr. Keerre. Can you get it for us? 

Mr. Canapay. Yes, sir. 

Mr. Dixon. Yes. I don’t know that it would be very enlightening. 
We don’t normally put a “received” date stamp on them. 

Mr. Keerre. From what Mr. Canaday has just said, I got the in- 
ference that the letter of May 6 was not received on May 11. 

Mr. Canapay. No, sir. I did not say, sir. 

Senator Kerauver. He said he did not know about it. 

Mr. Canapay. I said I did not know about it. I left New York 
and was in the South, in anticipation of this hearing. 

Mr. Krerre. May we have the date it was received ? 

Mr. Canapay (continuing). And did not know the letter had come 
in. That was all. 

Senator Kreravuver. Mr. Dixon knew where you were at that time? 

Mr. Canapay. Yes. 

Senator Kerauver. He knew you were going to testify before the 
utilities commission in Arkansas, did he not? 

Mr. Canapay. Yes, sir. 

Senator Kerauver. And do you know as a matter of fact that even 
in the commission’s order which was put down in Arkansas some 2 
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weeks after May 11, the matter was still left open, in the order by 
the Public Utility Commission of Arkansas? The matter of fee has 
still been left open. So far as we know, they have not been informed 
to this date that no fee was going to be charged. 

Mr. Canapay. So far as I know, they haven’t, either. 

Senator Kerauver. Well, it is a strange thing that here we have 
First Boston way back in July supposed to discuss the matter of no 
fee, Lehman Bros. in May, no fee, or a nominal fee; they even put 
it in their minutes in October and told Mr. Dixon about it in No- 
vember, or Mr. Hallingby told Mr. Dixon about it. And yet as late 
as May 11 of this year the matter was still open and it is still open 
on the records of the Public Utility Commission of Arkansas. That 
is the case, is it not? 

Mr. Canapay. So far as I know, the record in Arkansas is like it is, 
or like it was, the rest of it, I don’t know about. 

Senator Kerauver. For your information the record has been re- 
ceived, and the matter of the fee was left open. 

Mr. Canapay. It was not to be brought up until some subsequent 
date, sir. 

Senator Keravuver. Mr. Dixon, what was this big public service that 
Lehman was going to render that they were so anxious or willing to 
serve for nothing? 

Mr. Dixon. I assume they shared my view that what we were doing 
in making our proposal was a public service. They felt—at least 
they expressed to me their feeling—that they were performing a pub- 
lic service, and they wanted to be helpful and were willing to lend 
their services. 

Senator Krrauver. You were not doing it for nothing, 
Mr. Dixon? 

Mr. Drxon. Practically. 

Senator Kerauver. Nine percent on your equity capital ? 

Mr. Drxon. Only if everything went well, and we took very sub- 
stantial risks, sir. 

Senator Kerauver. Well, the public service, I take it, was the fact 
that you were building a plant to furnish power into the TVA system, 
or, we will say, a replacement. But in the OVEC financing, which 
was furnishing power direct to the Government, to the Atomic Energy 
Commission, at Portsmouth, Ohio, First Boston charged a $150,000 
fee in that case, you know. 

Mr. Drxon. I read that. 

Senator Kerauver. And did Lehman Bros., participate in that fee? 

Mr. Drxon. I don’t know. 

Senator Kerauver. Anyway, there would be a whole lot clearer 
public service in furnishing power direct than there would be in com- 
ing in the back door through the TVA, would there not? 

Mr. Dixon. I don’t think so; not in ‘this instance. 

Senator Keravver. All right. If there are any other questions, let 
us get them in now. Then we will stand in recess until 10 o’clock 
tomorrow morning. 

We will stand in recess until 2 o’clock for the committee, but 10 
o’clock in the morning for Mr. Dixon and Mr. James. 

Senator Langer, do you have any questions? 


Senator Lancer. No. I want to ask Mr. Dixon some questions, but 
not now. 


were you, 
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Senator Kerauver. You can ask them tomorrow. 

Senator O’Mahoney ¢ 

Senator O’Manonry. No. 

Senator Kreravuver. We will see you gentlemen again in the morn- 
ing at 10 o’clock, and we stand in recess until 2 o’clock this afternoon. 


(Whereupon, at 12:15 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m., the same day.) 


AFTERNOON SESSION 


Senator Keravuver. We have had a vote and we are sorry we delayed 
you here, Mr. Dodge. 

Mr. Dodge, it is the custom of the committee to have all of our 
witnesses sworn. You have no objections, do you, sir? 


You swear the testimony you give will be the whole truth, so 
help you God? 


Mr. Dopnee. I do. 


Senator Kerauver. Mr. Dodge, I understand you have a prepared 
statement. 


TESTIMONY OF JOSEPH M. DODGE, CHAIRMAN, COUNCIL ON 


FOREIGN ECONOMIC POLICY, SPECIAL ASSISTANT TO THE 
PRESIDENT 


Mr. Dover. That’s right. 

Senator Kerauver. Before making your statement, will you iden- 
tify just what period of service aia as Director of the Budget? 

Mr. Doper. From January 22, I think, 1953, to April 14, 1954. 

Senator Kerauver. You were here as a personal representative or 
in some capacity for the President-elect from the fall of 1952 to go 
over the Truman budget and to be of assistance in connection with 
the later preparation of President Eisenhower’s budget ? 

Mr. Doper. I came here, I think it was, on the 12th of November 
1952 and sat in the Budget Bureau during their review of the 1954 
budget. 

fenatie Keravuver. And then you officially took over as Director 
of the Bureau of the Budget on January 22, 1953, and you left on 
April 14, 1954, to return to private business. 

Mr. Hughes, who was your assistant, or deputy, took over at that 
time. 

Mr. Dover. That’s right. 5 

Senator Krerauver. And is it fair to say, Mr. Dodge, that in the 
spring of 1954 in connection with this and some other matters, that 
as you were prepared to leave, Mr. Hughes took over most of the 
responsibility ? : 

Mr. Dope. That’s correct. I knew I was going to leave the Bureau 
of the Budget after the presentation of its 1955 budget. It wasn’t 
known to Mr. Hughes and the Budget staff. Although my resignation 
had been presented on the 26th of February, it wasn’t announced until 
March the 27th as of the 14th or 15th. ‘ 

Senator Krrauver. So you were making your preparations to leave 
in the early part of 1954? 

Mr. Doner. That’s right. 
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Senator Kerauver. And turning more and more of the management 
over to Mr. Hughes. 

Mr. Dopcr. The chairman is glad to have Congressman Baker of 
Tennessee present. 

Mr. Dodge, you were in private business for a while, and then 
called back for some special missions by the President in connection 
with matters, particularly abroad ? 

Mr. Dover. That’s right. 

Senator Kerauver. And then what is your present position ? 

Mr. Doper. I am Chairman of the Council on Foreign Economic 
Policy, and in that post I am Special Assistant to the President. 

Senator Kerauver. And your office is now in the White House? 

Mr. Donce. No; it is in the Executive Office Building next door. 

Senator Kerauver. You have been in Washington most of the time 
in recent years ! 

Mr. Doper. I am sorry to say, yes. 

Senator Krerauver. Are you in the same category as Mr. Sherman 
Adams, as an assistant to the President ? 

Mr. Doner. I never explored the fact. 

Senator Kerauver. Sir? 

Mr. Doner. I say I never explored the fact. 

Senator Kerauver. Well, I mean, he is an assistant to the Presi- 
dent, and you are an assistant to the President. That puts you in 
the same category. 

Mr. Doper. No; I don’t think so. 
Senator Kerauver. Well, what is the difference? 
Mr. Doper. There are other assistants, special assistants to the Pres- 


ident. My title is special, I put it that way, special assistant. There 
are others in various categories. He is, I believe, assistant to the 
Presdent. 

Senator Kerauver. Mr. Dodge, the President in his press confer- 
ence of July 27, as reported in the New York Times of July 28, asked 
about the Dixon- Yates matter by Clark Mollenhoff, of the Des Moines 
Register, had this to say, in part: 


I said Mr. Dodge, who initiated this whole thing, is going down before the com- 
mittee to again begin the process of taking the thing from its inception and fol- 
lowing it through until he turned it over to Mr. Hughes. I believe Mr. Hughes 
is to be there, if they now want him. Now, they can tell the entire story, and I 
don’t know exactly such details as that. 

And you are here, Mr. Dodge, to tell the entire story, during the 
time that you were with it. 

Mr. Doper. That’s right. 

Senator Kerauver. As I understand it, there are no limitations on 
you as to any matters pertinent to the question that you are not at 
liberty to tell. 

Mr. Dover. Not that I am aware of at the moment. 

Senator Kerauver. All right, sir. Very well, Mr. Dodge, you have 
a statement. If the committee would indulge me for just a minute 
while you pass the statement around. 

Senator O’Mahoney, we have just determined when Mr. Dodge was 
Director of the Bureau of the Budget, and what he has done since. 

Senator O’Manoney. What was that period ? 

Senator Kerauver. From January 22, 1953, until April 14, 1954. 
He said that it was his intention to resign after the budget message, 
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or terminate his services after the budget message was sent up 
early 1954, which was February 26, I believe. 

Mr. Dopcr. February 21, I believe. I resigned the 26th. The 
budget message was sent up the 21st. 

Senator Krerauver. He submitted his resignation February 26, but 
he left actually on April 14. And during those last months there he 
turned more and more of the matters of the Bureau of the Budget 
over to Mr. Hughes, his successor. 

All right, Mr. Dodge, will you proc eed / 

Mr. Dover. Gentlemen, Mr. Chairman, I have a statement to make 
about the circumstances in 1953 which led to the exploratory discus- 
sions about the feasibility of meeting some of TV _A’s expected growth 
in the power needs of other users by relieving the TVA of part of its 
commitment to supply electric power to the AEC 

The decision to explore this possibility arose through the normal 
process of the Bureau of the Budget in considering the various Goy- 
ernment agency proposals for the fiscal year 1955 budget. 

It was predicated on the need to reduce both appropriations and 
expenditures, a lack of action by the Congress on the administration’s 
request to raise the debt limit, the re jection by the Congress of an ap- 
propriation of a new steam-generated electric power rpl: int at Fulton, 
Tenn., near Memphis, and a precedent established earlier under the 
previous administration. 

The proposal which appeared in President Eisenhower's fiscal year 
1955 budget was not influenced by any source outside the Govern- 
ment. It was not known, at the time, what arr angement could be 
made to relieve TVA of part of its AEC power load, who eventually 
might make a contract to furnish the power to AEC, or, if an ap- 
parently acceptable proposal could be developed, how or by whom it 
would be financed. 

It was expected, of course, that any proposal, from whatever source 
received, would involve extended negotiations, numerous modifica- 
tions and revisions, and would be subjected to many official examina- 
tions and approvals, some of which would involve public hearings, 
before it was finally accepted and a contract executed. 

I have been informed that the decision to accept the proposal made 
by Dixon- Yates as a basis for negotiating a contract between the AEC 
and the Mississippi Valley Generating Co. was not made until June 
1954, and the contract itself was not executed until November 1954, 
about 11 months after the first exploratory discussions began. 

In January 1953, President Eisenhower’s administration faced 
serious financial problem. 

The budget presented to the Congress in January of 1953, for the 
fiscal year “19! )4, shortly before the new administration took office, 
showed a deficit of $9.9 billion and expenditures of about $78 billion. 
The Federal debt was pressing the debt limit and about $80 billion 
of inherited authorizations to spend Federal funds had to be met in 
future years. The new administration was pledged to reduce both 
Government ‘expenditures and the deficit. Its objective was a bal- 
anced budget. 

Many complicated budget problems were involved. Among them 
was the rapidly and constantly increasing Government investment in 
the Tennessee Valley Authority. 
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President Truman’s fiscal year 1955 budget showed that in fiscal 
year 1951 the total United States Government investment in TVA was 
$1,116.700,000 and estimated that in fiscal year 1954 it would be 
$1,943,500,000. This icrease of S827 million 
averaged about $276 million a year. 

It was apparent that, if that rate of increase continued, in another 
3 years the total Government investment in TVA would be about 
$2,770 million, an increase of $1,654 million (148 percent) in 6 years. 
[t indicated a possible increase in the Government investment in TVA 
of about $1.1 billion in 4 years under this administration. 

As the Director of the Bureau of the Budget, it was my duty to be 
concerned about this budgetary problem. 

The TVA investment im steam-generated powerplant in 1951 was 
only about $18 million and its investment in hydroelectric powerplant 
was much greater than that amount. At that time the steam power- 
plant fune tioned primarily for firming up hydroelectric power. 

According to the original fiscal year 1954 budget, the estimated 
TV A investment in steam-generated electric power for fiscal year 1954 
would be $367 million—20 times the investment in 1951. 

The 3-year increase in TVA investment in steam-generated electric 
powerplant would have been about 40 percent of the total increase in 
(sovernment investment in TVA in the same period. 

TVA investment in hydroelectric power was beginning to turn to 
steam generation at an accelerated rate. 

The estimated TVA investment in steam-generated electric power- 
plant given in the fiscal year 1956 Federal budget was about $800 mil- 
lion—for fiscal year 1956—about 44 times what it was in 1 51. 

Steam-generated electric powerplants use coal, gas, or oil, not water, 
as their source of energy and are common to most areas and com- 
munities of the country. They usually are municipally or privately 
owned and locally supported, and ordinarily original construction is 
financed by public offerings of securities through investment dealers in 
the general investment market. In the case of TVA, however, their 
construction had to be financed by taxes collected by the Government 
from the citizens of every State. 

In the spring of 1953, we were attempting to obtain the maximum 
possible reduction in Government expenditures in every department 
of the Government, without jeopardizing any of the necessary pro- 
visions for our national defense or other essential services. 

With the help of the Congress and the Government departments, 
the revision of the inherited Truman fiscal year 1954 budget early in 
1953, and the Eisenhower fiscal year 1955 budget prepared late in 
1953, reduced the level of the requests for new obligational authority 
from the Congress about $15.5 billion and the level of expenditures 
about $12.3 billion. It was these savings that made possible the tax 
reduction for our people last year aggregating something over $7 
billion. 

To accomplish this, no Government department was excused from 
hearing an appropriate share of the reductions in spending, and the 
TVA was no exception. 

In 1951 TVA had made a request for an appropriation in Presi- 
dent Truman’s fiseal year 1953 budget for a new steam generated 
cleetric powerplant at Fulton, Tenn., near Memphis. This request 


(74 percent) in 3 years 





940 POWER POLICY 


was disallowed and the Fulton plant was not included in the 1953 
ein? 

\ similar request by TVA in 1952 for an appropriation for the 
fuiton steam plant was included in President ‘Truman’s fiscal year 
1954 budget presented to the Congress in January 1953, shortly 
before this administration took office. 

In our revision of that fiscal year 1954 budget, the Fulton steam 
plant item was eliminated, just as it had been disallowed in the budget 
for the preceding—fiscal year 1953—fiscal year by the previous 
administration. 

Our elimination of the Fulton steam plant was supported by the 
Appropriation Committee of the House. An effort was made to add 
an appropriation for the Fulton steam powerplant to the 1954 appro- 
priation bill on the floor of the Senate and on the floor of the House 
in the spring of 1953. It was rejected in both instances. 

From this action it seemed apparent that the Congress did not 
intend to appropriate funds received from Federal taxpayers all 
over the country to construct a steam generated electric powerplant 
to take care of the local power needs of the Memphis area. 

This was confirmed in the spring of 1954. Funds to build the 
Fulton steam plant had not been included in President Eisenhower’s 
fiscal year 1955 budget. An effort was made to add it to the appro- 
priation bill on the floor of the House and of the Senate. In both 

cases the proposal was rejected. 

When in the fall of 1953 the Budget Bureau began work on the 
development of the fiscal year 1955 budget, it must be remembered that 
the Congress had not acted on this administration’s request to raise 
the Federal debt limit above $275 billion. The search to further 
reduce Government expenditures accordingly was intensified. With 
no increase in the debt limit, the allocation of new Federal funds was 
further restricted because of the statutory obligations for large annual 
budget expenditures and the need for large expenditures for national 
security purposes. 

For these reasons, the departments of the Federal Government 
and the Bureau of the Budget were given a strong directive to explore 
every possibility of reducing the expenditures that had to be paid for 
by the taxpayers of the United States. This administration policy 
was discussed by the Budget Bureau staff with every department of 
the Government, including TVA, in considering requests for new 
money in fiscal year 1955 budget. 

Discussions between the staff of the Bureau of the Budget and the 
staff of TVA, about their appropriations and expenditures for the 
fiscal year 1955 budget, took place in October 1953. In view of the 
expenditure reduction policy, the TVA staff was asked if any consider- 
ation had been given to what could be done to meet its estimated future 
power requirements if no funds for new steam generated powerplants 
were included in the 1955 budget. 

In this discussion, Mr. Gordon Clapp, Chairman of the TVA Board, 
informed the staff of the Bureau of the Budget that the Board had 
considered this question and if no additional steam plants were to be 
provided in the budget, an alternative would be for the TVA to be 
relieved of the responsibility for supplying some of the electric power 
furnished the Atomic Energy Commission, so that this power could 
be used to meet non-Federal power growth requirements. 
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In its regular budget review procedure, the officials and members 
of the staff of the Bureau reviewed the TVA budget proposals for 
President Eisenhower's fiscal year 1955 budget. " 

If the requests for new appropriations and expenditures were to be 
reduced and the estimated growth in TVA power needs were to be 
met without asking for the appropriation of funds to build a new 
steam generated powerplant, which it seemed certain the Congress 
would reject, the alternative was to find a way of relieving TVA of 
part of its Government power load so that this power could become 

available for non-Government users. 

In 1953, AEC power demands were about 25 percent of TVA capac- 
ity and expected to increase. 

sased on the budgetary situation, it seemed appropriate to me to 
explore this method of meeting ‘TV A’s problem. After asking AEC 
to check the feasibility of obtaining power from outside sources and 
being assured it was possible, as Director of the Budget, I recom- 
mended the policy included in the 1955 budget. At the time the policy 
was adopted it was discussed with Mr. Clapp and members of his 
staff by Mr. Hughes and confirmed by an official letter. 

The policy stated in the budget contemplated that arrangements 
would be made to relieve the TVA of the requirement for 500,000 to 
600,000 kilowatts of electric power furnished the Atomic Energy Com- 
mission and, if such arrangements could not be made, the subject 
would be reconsidered. 

Such arrangements, if made, would release TVA generating capac- 
ity to meet the increased load requirements of nongovernmental con- 
sumers by relieving TVA of AEC power load by purchase from 
another source. It would not change the status of TVA. And it 
would not require an increase in power rates to TVA consumers. It 
would have meant that the city of Memphis could continue to obtain 
its power from TVA at Government subsidized TVA rates. 

Another factor related to the recommendation of the Bureau was 
that in 1951 and 1952, before this administration took office, there had 
been two contracts made with private electric power companies to 
supply AEC with power. 

In 1951, a contract had been made with Electric Energy, Inc. 
(EEI) to construct a plant to furnish power to the AEC installations 
at Paducah, Ky. 

In 1952, a contract had been made with the Ohio Valley Electric 
Corp. (OVEC) to contruct a plant to furnish power to the AEC 
installations at Portsmouth, Ohio. 

The Budget decision with respect to TVA’s request for an appro- 
priation for a new steam plant at Fulton and the Budget policy of 
meeting TV A’s requirements by relieving it of part of the AEC load 
was based on the budgetary situation at the time. It was not influ- 
enced by the factual analytical study of TVA operations made by 
Mr. A. Wenzell at my request in May 1953, or from any other part 
of his report. His report was not discussed in the consideration of 
the fiscal year 1955 TVA budget. Neither Mr. A. Wenzell nor Mr. 
George Woods, of First Boston Corp., was consulted or informed 
about the policy being considered and adopted. 

When the Budget decision was made, we did not know by what 
means the suggested arrangement would be implemented or by whom. 
The .. EC was going to explore the possibility of obtaining a supplier. 
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Mr. J. W. McAfee, who was one of the participants in the 1951 con- 
tract between a private utility company and the AEC under the 
Truman administration—and I may say that I understand that such 
contract was a negotiated contract—had given us written assurance 
that it was feasible. It was then thought that the EEI powerplant 
at Paducah, Ky., might be enlarged to provide additional power to 
AEC so that AEC could reduce its power demands on TVA. 

By the time the budget was sent to the Congress on January 21, 
1954, exploratory discussions had begun with Mr. McAfee and Mr. 
E. H. Dixon, who also had partic ipated j in the EEI contract of 1951. 

I understood at the time that Mr. Dixon had become interested in’ 
the project through Mr. McAfee and was joined later by Mr. Yates. 
Neither Mr. Hughes nor I had previously known either of them. 
When Mr. McAfee and his associates decided it was not advisable to 
enlarge their plant at Paducah, a proposal was advanced by Mr. Dixon 
and Mr. Yates to finance and build a steam-generated electric power- 
plant at West Memphis, across the river from the city of Memphis, 
which could be used as replacement power for an equivalent amount 
of AEC power received from TVA at Paducah, Ky. 

It was necessary to find out. as promptly as practicable, how any 
proposal that might be made would be carried out. It also was neces- 
sary to make sure it would be done at the lowest possible cost, and that 
its construction and power costs could be reconciled with those of the 
proposed Fulton steam plant. 

This primarily was a reconcilement of costs between a public and 
privately owned powerplant. The interest cost of financing the in- 
vestment in plant would be an important factor. It would be neces- 
sary to take into account all elements of cost in determining the power 
rate to be paid by the Atomic Energy Commission. 

The proposed contract would be bet ween the supplier of the power, 
whoever he might be, and the AEC as the user of the power. The 
Bureau of the Budget would be concerned with analyzing and check- 
ing these cost items, which Mr. Hughes, as Deputy Director, was asked 
to carry on. 

It was at this time (January 1954) that Mr. Wenzell again was 
asked to assist the Bureau for a limited period as a part-time con- 
sultant on the technical aspects of the exploratory discussions and, in 
particular, the probable interest costs of any financing plans which 
might be discussed. 

No policy question was involved. The policy already had been 
stated in the 1955 budget. Mr. Wenzell was not asked to negotiate 
anything for the Bureau of the Budget. His work for the Bureau 
of the Budget was to be in the technical area of comparative costs 
and the interest cost of any of the various methods of financing which 
might arise during the period of exploratory discussions. 

I believe it has been reported that the last date Mr. Wenzell worked 
for the Bureau of the Budget was April 10, 1954. 

Again I remind you that the decision to accept the proposal made 
by Dixon-Yates as a basis for negotiating the contract was not made 
until June 1954 and that the contract itself was not executed until 
November 1954. 

I also am informed—and emphasize—that the contract for replace- 
nent power was made by the AEC with the Dixon-Y ates group only 
after it had been carefully examined by the Atomic Energy Com- 
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mission, the Attorney General, the Federal Power Commission, the 
Tennessee Valley Authority, the Bureau of the Budget, and the Joint 
Committee of the Congress on Atomic Energy. These examinations 
resulted in revisions and j improvements in the original proposal. Both 
equity and debt financing arrangements were subject to the approval 
of the Securities and Exchange Commission. And any aspects of the 
contract which were subject to local regulatory authority had to be 
approved by the Public Utility Commission of Arkansas. 

I doubt if any Government procurement contract of comparable 
size has been subjected to a more searching examination, more public 
knowledge, and more official approvals before it could become effective. 

[ had no personal interest in and owned none of the capital stock of 
the First Boston Corp. I was not a partner and had no interest in any 
other investment firm. I owned no public utility securities of any 
kind. I did not know Mr. Wenzell before he came to my office in 
May 1958 on the recommendation of Mr. Woods. I knew Mr. Woods 
only casually. To the best of my recollection, I did not see him or 
talk to him after May 1953, until July 1954, when I met him socially 
in California. 

While it was not known to Mr. Hughes or the Bureau staff at the 
time, | had submitted my resignation as Director of the Bureau of the 
Budget, February 26, 1954, effective April 15. It was announced 
March 27, 1954. 

And there attached is the statement of the TVA policy taken from 
the 1955 budget. 

Senator Kerauver. Let that be put in the record, too. 

(The statement referred to is as follows:) 


TVA VPoticy STATEMENT FROM THE Fiscat YEAR 1955 BupeGet 


In order to provide, with appropriate operating reserves, for reasonable growth 
in industrial, municipal, and cooperative powerloads in the area through the 
calendar year 1957, arrangements are being made to reduce, by the fall of 
1957, existing commitments of the Tennessee Valley Authority to the Atomic 
Energy Commission by 500,000 to 600,000 kilowatts. This would release the 
equivalent amount of Tennessee Valley Authority generating capacity to meet 
inereased load requirements of other consumers in the power system and at the 
same time eliminate the need for appropriating funds from the Treasury to 
finance additional generating units. In the event, however, that negotiations 
for furnishing these load requirements for the Atomic Energy Commission from 
other sources are not consummated as contemplated or new defense loads develop, 
the question of starting additional generating units by the Tennessee Valley 
Authority will be reconsidered. 

Senator Keravuver. All right, Mr. Dodge, you go right ahead. 

Mr. Doner. In discussing this particular subject, it appears to me 
that I will be talking about things that happened from 14 months to 
2 years or more ago. 

‘Over the last 13 years, in 12 of them I have been engaged in some 
kind of work for the Government. I never made it a practice during 
that period of writing myself memorandums about the conversations 
I held, so what I say will be based on my recollection of the substance 
of the circumstances at the time after that period. 

Senator Dirksen. How long have you worked for the Government, 
Mr. Dodge, off and on? 

Mr. Dover. Well, I began in 1942 and I did one or two things every 
year from there on, except in 1948. 


65950—56— pt. 2———-18 





944 POWER POLICY 


Senator Dirksen. Those were war years, earlier ? 

Mr. Dover. Yes, 1942 and 1948 and 1944 I worked for the Air 
Force, Secretary Stimson, the Headquarters Staff Division, Chief, in 
the Army, Chairman of the War Contracts Board, 1945 and 1946 I 
was in Europe with General Eisenhower, General Clay, and General 
MeNarny, as financial adviser to them. 

In 1947 Secretary Marshall asked me to represent him as United 
States delegate on the Austrian Treaty Commission from Vienna 
with personal rank of Minister. I was his deputy in London at the 
Council of Foreign Ministers meeting in 1947 for Austrian Affairs. 

In 1948 I was president of the American Bankers Association, and 
didn’t do anything directly, though I did something indirectly. 

And in 1949 President Truman asked me to assist General Mac- 
Arthur in Japan. I worked on that in 1949, 1950, and 1951. 

In 1952 I was special assistant to Secretary Acheson for Japanese 
Affairs. I represented the Defense Department at the Japanese Treaty 
Conference. In the fall of 1952 I came here. That is briefly it. 
There may have been some other things in there, but that is the sub- 
stance of it. 

Senator Kerauver. Senator O’Mahoney, do you have any questions 
at this point ? 

Senator O’Manoney. Not at the moment, Senator. 

Senator Kerauver. Mr. Dodge, we have had the testimony of Mr. 
Woods, who is chairman of the board of the First Boston Corp., here 
before us, and he testified that in the early part, perhaps in May 1953— 
that previously he had known you in the Defense Department when 
you were both in the Defense Department, and that he chased you 
or went to some trouble to get in touch with you to come down and 
discuss this matter that was due for consideration in connection with 
getting the Government out of business, and more particularly, get- 
ting the Government out of the TVA business. 

What was the first you heard from Mr. Woods? 

Mr. Doper. Well, he called my secretary several times for an ap- 
pointment, and finally talked to me and we made an, I think, tentative 
appointment on the 11th of May, something like that, and he called 
back my secretary to see if it was firm. It was. Hecamein. I had 
no idea what he was going to talk about. 

Senator Keravver. Just tell us what he said to you and what you 
said to him. 

Mr. Dopex. Right. I was going to say at that particular time I had 
on the average two kinds of interviews, people that wanted to tell me 
what to do about the budget, and people that wanted something put 
in or kept in the budget; and when he came in to me, he was full of 
ideas of getting the Government out of business. 

He heartily embraced the philosophy and practically covered the 
waterfront on that situation. 

As I recall it, his particular interest was in power projects of all 
kinds, which I thought was natural because their company had been 
large dealers in public utility securities, and that in general these 
could be privately financed, rather than Government-financed. He 
wanted to do anything that he could to be helpful to that kind of a 
program. 
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We did not discuss any particular business, any particular program, 
or any business connected with his own company. It was his philo- 
sophical idea. 

Frankly, I wasn’t particularly concerned about it at the time because 
the only philosophy I was interested in in those days was getting the 
budget down, which was my particular responsibility. 

He went at great lengths about being helpful and I told him that we 
were making studies of various things, because we were new in the 
business, trying to get information together, that I had been consider- 
ing making a power study, and I didn’t know where to get a man, 
except out of the utility business, and I didn’t think that was a good 
idea. 

It was at that time he told me about Mr. Wenzell who he described, 
as I recall it, as engineer vice president. He told me that he had had 
about 30 years of experience. 

[ asked him about the nature of his work, which was analytical on 
financing power projects, and asked him if he would consider making 
him available. 

Now, the reason I did it was this: We didn’t have anybody in the 
Bureau particularly competent at that. I had already asked for a 
report of a similar nature which hadn’t been satisfactory. We were 
engaged in the study of reclamation costs, public works costs and all 
kinds of things that were started at the time. 

Senator O’Manonery. From whom did you ask that other study? 

Mr. Dopcr. The staff of the Bureau. 

Senator O’Manoney. The staff Bureau study was not satisfactury 
to you! 

Mr. Doper. It wasn’t adequate. I had cut my own budget, being 
«i Director of the Budget, I had cut it back to the 1951 level, which 
was the lowest of any department of the Government, at a time when 
I could have used more instead of less. 

And when he offered to make this man available to me, and his 
company was a publicly—not publicly owned, but a stock investment 
company, not one of these close partnerships—and based on this man’s 
experience, I said, “Well, send him down and let me talk to him.” 

He called me back a few days later, said he talked with people at 
home, called me back a few days later 

Senator Krrauver. Mr. Dodge, before you get to him calling you a 
few days later, can we ask you a few questions about the first con- 
ference, about the conference you had with him. How long did you 
talk with Mr. Woods? 

Mr. Doper. Well, my recollection would be it was not over a half 
an hour. 


Senator Kerauver. And you had known him, although not well, for 
some time back. 

Mr. Dover. I couldn’t tell you when I saw him last before. I don’t 
believe he had ever called on my office. I know I had never called 
on his. 

Senator Kerauver. Had you had any business dealings with him? 

Mr. Dopcr. None whatever personally. My bank, that I was presi- 
dent of, bought securities from him, mostly Government securities, as 


one of many dealers with whom thev did their normal course of 
business. 
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Senator Kerauver. He seemed to feel that he was on a George and 
Joe relationship with you. He came in and said, “Well, Joe, if you 
want to get the Government out of business, I am here to help you and 
want to give more than lip service.” 

Mr. Dover. Tf you knew George, you wouldn’t be surprised. 

Senator Krravver. Well, we have had him up here before, so we 
know him. And his principal interest seemed to be private financing 
bonds and stocks rather than Government securities. 

Mr. Dover. No. 

Senator Kerauver. Rather, getting projects financed in that way, 
rather than by Government appropriations. 

Mr. Doper. Yes. Well, their business actually is largely Gvoern- 
ment securities. 

Senator Keravver. Did it impress you that that was particularly 
what he was interested in, was getting stocks and bonds issued for 
these particular things rather than appropriations from the Gov- 
ernment ¢ 

Mr. Doncr. I don’t know what he had in his mind, Senator. 

Senator O’Manonry. Mr. Chairman. 

Senator Krrauver. Senator O’Mahoney. 

Senator O’Manonry. I understood vour testimony to be after you 
left the prepared statement, that vou were interested in having a 
power study. 

Mr. Doneér. That’s right. 

Senator O’Manioney. That Mr. Woods telephoned from New York 
on several occasions for an appointment. 

Mr. Doper. That’s right. 

Senator O’Manoney. Then he came and talked with vou. 

Mr. Doper. That’s right. 

Senator O’Mauonry. You knew him at that time? 

Mr. Doncr. Very casually. 

Senator O’Manonry. But you knew who he was? 

Mr. Doper. Yes; I knew who he was. 

Senator O’Manoney. And that he was the principal official in the 
First Boston Corp. ? 

Mr. Doper. That’s right. 

Senator O’Manonry. And he wanted to help you get the Gov- 
ernment out of business ? 

Mr. Dover. That is what he told me when he came down here. 

Senator O’Manonry. Did he discuss the utility business at that 
time? 

Mr. Doper. My recollection is—the utility business, that he talked 

about power projects, you know, all over the country. 

Senator O’Manonry. What I mean by that is power projects of any 
kind. 

Mr. Doner. Yes, that might be privately financed rather than Gov 
ernment financed. 

Senator O’Manoney. Did he talk about TV A ? 

Mr. Doner. Iam notsure. He may have. 

Senator O’Manonry. Did you talk about TVA ? 

Mr. Doner. I spoke about TVA because I had this TVA study in 
my mind. 

Senator O’Manoney. And who made the suggestion that Mr. Wen- 
zell come? 
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Mr. Dover. I told him, as I said before, that I wanted to get some 
body to make some power study, and I didn’t know where to go 
because I didn’t want to go to a utility company, and he mentioned 
Mr. Wenzell and told me about Wenzell. 

Senator O’Manonery. Was that at the first conference ? 

Mr. Dopcer. That’s right. 

Senator O’Manoney. What happened at the subsequent conferences ? 

Mr. Dopver. I didn’t have any subsequent conference with him. He 
called me. He said he would talk it over with his people about making 
Wenzell available, and called me a few days later and said that he 
could make him available, and I said, “Well, send him down and let 
me talk to him.” 

Senator O’Manonrey. He did that. 

Mr. Dover. He did that. 

Senator O’Manonry. You talked with Mr. Wenzell for how long? 

Mr. Doper. Oh, not very long. Less than a half hour. 

Senator O’Manonry. Less than half an hour. Was he carrying the 
burden of the conversation ? 

Mr. Dover. No; I wanted to find out more about him and what he 
had done, whether he fitted my needs. 

Senator OManonry. Did you both talk about TVA ? 

Mr. Dover. I think I told him—we talked about the power studies 
and I think I told him—that I was particularly interested in a study 
of TVA. 

Senator O'Manonry. Were you satisfied with him at the first con- 
ference 4 

Mr. Doncr. I was, based on the background that he gave me. 

Senator O’Manonry. And what were your instructions to him ? 

Mr. Dover. My instructions to Mr. Wenzell were that I wanted him 
to make what I called a commercial financial analysis of TVA, that 
we knew little about it, and I wanted something of the kind that you 
tind in Poor’s Manual or some of these other things, a summary of its 
growth, its development, various aspects of it, its trends, the way it 
allocated its costs between the different projects, and to get out of 
that, to determine, if possible, the source of the so-called subsidies 
in TVA rates and what the amounts of those subsidies appeared to be. 

I told him to use the TVA published reports. I wasn’t engaging in 
an audit of it nor an engineering survey. I wanted a condensed re- 
port on it. I did not ask him for any policy recommendations at all. 
It wasn’t a question of policy. It was a question of getting the facts 
together that we might consider. 

Senator O’Manonry. Well, if you asked him for the facts, did you 
ask him for the objective for which the facts would be used ? 

Mr. Dover. No. 

Senator O’Manoney. Did you state to him the objectives that you 
had in mind? 

Mr. Dover. My objectives were just exactly what I stated to you. 

Senator O’Manoney. Yes; but did you state them to him? 

Mr. Doper. Yes; that is what I asked him to do; yes. 

Senator O’Manoney. But you had in mind at that time, did you 


not, trying to substitute some sort of private utility power for TVA 
power ? 
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Mr. Dover. I did not, Senator. I didn’t have anything but getting 
some other information in mind, as I was doing in dozens of other 
things in the area of the Government. 

Senator O’Manoney. Well, what did you mean when you told the 
committee a little while ago that you wanted a power study? For 
what purposes did you want the power study ? 

Mr. Dover. Just for those kind of things, so that in the future 
after—let me put it this way. We had come into office without any in- 
formation on these things. I had studies going on reclamation, recla- 
mation costs, allocation of costs, on public works, the difference be- 
tween the original estimates of cost and the final costs, and dozens 
of other things going on. In this particular area I didn’t have any- 
body that could do that kind of anbetanel work. 

Senator O’Manonry. Well, you were, as you say, in your prepared 
statement, confronted with the budget problem. 

Mr. Doper. That’s right. 

Senator O’Manoney. You found that the national debt was $275 
billion. 

Mr. Dover. That’s right. 

Senator O’Manoney. And you wanted to bring the expenditures of 
Government within the budget? 

Mr. Doner. That’s right. 

Senator O’Manoney. Perfectly normal and natural procedure, and 
you were looking for ways and means of cutting down Government 
a is that right? 

r. Doper. Not at that particular time. I was looking for infor- 
mation at that time. 

Senator O’Manonery. Well, when did you prepare the budget? 

: e Doper. That was at the time that we were revising the 1954 
udget. 

Senator O’Manoney. Yes; so that was early in 

Mr. Donee. 1953. 

Senator O’Manoney. Right after the inauguration, wasn’t it? 

Mr. Doper. Yes; that’s right, and I had been through that revision. 

Senator O’Manonry. Yes; the very first task you undertook was 
to revise the Truman budget for 1954? 

Mr. Doner. That is correct. 

Senator O’Manoney. And that included the search for ways and 
means of cutting down the budget, the expenditures of Government? 

Mr. Doper. Correct. 

Senator O’Manoney. It included also, did it not, ways and means of 
cutting down the expenditures by TVA? 

Mr. Doper. Well, in that our only action was the elimination of the 
Fulton plant and, as I recall it, we did include some $200 million of 
continuing construction costs. 

Senator O’Manonry. It being clear that you had a reduction of 
TVA expenditures to some degree in mind, did you discuss that with 
Mr. Wenzell? 

Mr. Doner. No, sir. 

Senator O’Mauoney. Or the substitution of some private invest- 
ment at all? 

Mr. Donee. I did not. 

Senator O’Manonery. You knew that he was the vice president of 
First Boston ? 
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Mr. Doner. That is correct. 

Senator O’Manoney. Did you make the arrangements for his com- 
pensation as a Budget employee? 

Mr. Dover. Woods told me that he would be made available with- 
out compensation. I turned him over to the personnel department 
to arrange the expense side of it. 

Senator O’Maunoney. Did you personally know anything about the 
compensation that he got? 

Mr. Doper. Oh, I was told what it was, which would be 9 or 10 dollars 
a day, and his railroad fare. 

Senator O’Manoney. So that he had traveling expenses and some 
9 or 10 dollars a day? 

Mr. Doncr. Yes. 

Senator O’Manoney. Did you at that time consider that there was 
any possibility of a conflict of interests ¢ 

Mr. Doner. I hadn’t any idea that there ever would be a project of 
the kind that developed later. 

Senator O’Manoney. If you had heard the testimony as we did of 
Mr. Wenzell, that he began to feel that he was serving in a dual capac- 
ity and, to use his own words—well, perhaps they were not his own 
words but they came up—that he was wearing two hats in this propo- 
sition—did that ever occur to you ? 

Mr. Dover. At the time of 1953 there wasn’t any such considera- 
tion in sight. 

Senator O’Manonry. When he made the report to you, did you 
read it ? 

Mr. Doper. Yes; I did. 

Senator O’Manoney. Did it contain any policy recommendations ¢ 

Mr. Doner. It did, which weren’t asked for and which I did not 
even discuss with him. I could have asked him to take them out if 
they had impressed me, but I didn’t. 

Senator O’Manoney. You did not take them out. Did they include 
the recommendation of a construction of a privately financed plant? 

Mr. Doner. I don’t recall. It may have, not of the kind that we 
eventually did in the 1955 budget. 

Senator O’Manoney. Wasn’t that generaly the subject of the con- 
versation with Mr. Woods, getting Government out of business and 
substituting investors’ money instead of taxpayers’ money, to use the 
cliché ? 

Mr. Dover. That was the burden of his remarks. 

Senator O’Manoney. Wasn’t that also your objective? 

Mr. Doper. No, sir. 

Senator O’Manoney. I misunderstood your testimony then, sir. 

Mr. Dover. No. At that time I wasn’t thinking about anything of 
the kind. I was only thinking about what I was having to do with 
the budget, listening to him. It didn’t make as much impression on 
me or didn’t appear as important to me as apparently it did to him. 

Senator O’Manonry. Did you think it was a good report that he 
filed with you ? 

Mr. Doper. I thought it was good, all except the last part of it. 

Senator O’Manoney. And what was the last part ? 

Mr. Dover. Which I didn’t ask for. The recommendation. 

Senator O’Manonry. And what was that recommendation 4 
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Mr. Dover. The recommendations that are in the report that you 
have about various methods of financing and refinancing. 

Senator O’Manoney. And then did you dismiss him from the 
service ? 

Mr. Doper. Pardon ? 

Senator O’Manoney. Did you dismiss him from the service of the 
Bureau of the Budget ? 

Mr. Dover. He went. I don’t know whether he was dismissed or 
not. 

Senator O’Manonry. Wasn’t he still there when you went ? 

Mr. Doper. Yes. No; he wasn’t still there when I went. He left 
before I did. 

Senator O’Manoney. I am not certain what the record shows on 
this. 

Mr. Doper. I think the last time he was in the Bureau was some- 
thing like April 3, 195 

Senator O’Manonry. Did you ever send him to confer with Admiral 
Strauss ? 

Mr. Doner. I didn’t; no, sir. 

Senator O’Manonery. Did you ever take him to the White House? 

Mr. Doner. I never did. 

Senator O’Manoney. He testified to this committee that he was 
taken to the White House by Admiral Strauss and by Mr. Roland 
Hughes, and both of those occasions, my memory indicates, were after 
you had left the Bureau of the Budget. 

(Subsequent to the adjournment of these hearings, and on rereading 
the official record, Senator O’Mahoney indicated he had inadvertently 
mentioned that it was Mr. Wenzell who had gone to the White House. 
Actually, it was Mr. R. W. Cook, Deputy General Manager of the 
Atomic Energy Commission, who had testified that he, Mr. Cook, had 
gone to the White House under these circumstances. ) 

Mr. Doper. I think that’s right. 

Senator Keravver. I think the fact is, Senator O’Mahoney, that 
Mr. Wenzell said that he left on April 10 and Mr. Dodge left on 
April 24. 

Mr. Doper. The 14th. 

Senator O’Manoney. April 14. Mr. Wenzell’s last service in pre- 
paring the report was about the 10th of April? 

Mr. Doper. I think, sir, the last time he was at the Bureau was 
the 3d. 

Senator Kerauver. He had other meetings, the last one being April 
10. His report was submitted in September. 

Mr. Donee. I don’t know, because I wasn’t at that time either par- 
ticipating or following those meetings. 

Senator Kerauver. It was submitted in September of 1953. 

Mr. Doper. Oh, the report was submitted in September 1953; that 
is correct. 

Senator O’Manonery. Well, as I understood the report of the Presi- 
dent’s conference at the White House, recently published at length in 
the New York Times, in which he said that you would make a full 
disclosure so far as you could of the events in this matter, he said 
that the whole proposal was yours, that you initiated it; is that your 
recollection ? 
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Mr. Doper. Well, I initiated it in the way I expressed it here. It 
came out of our budgetary consideration of the problem. I made the 
recommendation of the policy. 

Senator O’Manoney. Did you initiate any part of the financing 
with the First Boston Corp. ? 

Mr. Doner. Absolutely not. 

Senator O’Manoney. Did you initiate any part of the negotiation 
with Dixon and Yates? 

Mr. Dopeer. I did not. 

Senator O’Manoney. If that was done, it was done after you left. 

Mr. Dover. No. I asked the AEC before we set the budget up 
finally, and I think it was early in December, I had a meeting with 
Admiral Strauss and his deputy, whoever it was at the time. Wil- 
liams ¢ 

Senator O’Manoney. Williams, yes. 

Mr. Doper. I asked them to come over to my office because we were 
considering making this policy that was stated in the budget, and 
asked them to cover over, and they agreed at that time to explore the 
possibility. They carried it on from there. I didn’t, so far as I know, 
meet Mr. McAfee, I didn’t meet Mr. Dixon or Mr. Yates until some- 
time in January. 

Senator O’Manonry. Who came with Admiral Strauss? 

Mr. Doner. I think his deputy’s name was Williams. 

Senator O’Manoney. Mr. Williams? 

Mr. Doper. Yes. 

Senator O’Maunoney. Did you lay before them the Wenzell report? 

Mr. Doper. No, I didn’t. 

Senator O’Manoney. How did you outline what you wanted him 
to do? 

Mr. Doner. I told him what we were considering for the budget 
policy for 1955, discussed the question of whether this kind of an ar- 
rangement was possible. 

Senator O’Manoney. By “this kind of an arrangement,” you mean 
the establishment of a privately owned generating company to supply 
power that was otherwise coming from TVA? 

Mr. Doner. That’s right, as had been done in 1951 at Paducah. 

Senator O’Manoney. And was that power to be produced for the 
Atomic Energy Commission ? 

Mr. Dover. That’s correct. 

Senator O’Manoney. And for its uses? 

Mr. Doner. That’s right. 

Senator O’Manoney. Was it your intention that it was going to be 
done to supply power to Memphis? 

Mr. Doper. Not at all. 

Senator O’Manonry. You had no—— 

Mr. Doper. That hadn’t even been suggested at the time. 

Senator O’Manonry. Now, this time was in January 19 

Mr. Doper. No, I am talking about December. 

Senator O’Manonry. December 1953? 

Mr. Doner. Yes. 

Senator O’Manonry. As late as December 1953, the manufacture 
of power by a private company to be supplied to Memphis had not 
even been mentioned to you? 

Mr. Doner. That’s correct. 
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Senator O’Manonry. If there was any mention of that, it came 
after you were gone. 

Mr. Dopar. No, no, it came up after, as I think I said in the state- 
ment. It was the first thought that the logical thing would be for 
McAfee of the EEI to enlarge their plant at Paducah to relieve that 
much power from TVA. 

Senator O’Manonry. Was that done while you were there, or after 
you were there? 

Mr. Doper. That was some time in January. That was the first 
conception of the thing, and it wasn’t until after McAfee had decided 
that that wasn’t practicable, because, as I got it, as I understood at 
least at the time, that if they enlarged their plant to that degree and 
the AEC load was sharply cut at any time in the future, there wouldn’t 
be a ready market for their power. 

Meantime Dixon had been brought in, and later Yates, and they 
developed among them the idea of putting the plant over on the West 
Memphis location. 

Senator Kreravuver. Mr. Dodge—— 

Senator O’Manonry. May I just finish? 

Senator Kerauver. Yes, excuse me. 

Senator O’Manoney. You left the budget April 14, 1954? 

Mr. Doper. That’s correct. 

Senator O’Manonry. Your statement on page 4 says that: 

By the time the budget was sent to Congress on January 21, 1954, exploratory 
discussions had begun with Mr. McAfee and Mr. Dixon. 

Mr. Doper. That’s right. 

Senator O’Manonry. Who had also participated in the EEI con- 
tract. 

Mr. Doneg. That’s right. 

Senator O’Manonery. So that before you left, you had talked with 
Mr. Dixon about the matter. 

Mr. Dover. To my knowledge I never discussed their project with 
either Dixon or Yates or McAfee. The discussions at that time 
were carried on with the AEC. 

Senator O’Manonry. These discussions, these exploratory dis- 
cussions, of which you are speaking in this paragraph that I just read, 
were not your discussions? 

Mr. Doncr. That’s correct. 

Senator O’Manoney. But the discussions of AEC ? 

Mr. Doper. That’s right. 

Senator O’Manonry. With Mr. Dixon. 

Mr. Doper. Which I had asked Strauss to undertake on December 
2, I think it was. 

Senator O’Manoney. Then you wish this committee to understand 
that you had no part in bringing Mr. Dixon in? 

Mr. Doper. That’s correct, I didn’t know him. 

Senator O’Manonery. But he was brought in by the AEC? 

Mr. Doner. I think by Mr. McAfee, with whom the AEC talked 
first. 

Senator Lancer. You didn’t bring Mr. Yates in, either? 

Mr. Donor. I had never seen Mr. Yates before. I had never met 
Dixon or Yates until sometime in January 1954. 

Senator O’Manonry. Well, at the beginning of your statement, 
you said that: 
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I have been informed that the decision to accept the proposal made by Dixon- 
Yates as the basis for negotiating a contract between the AEC and the Missis- 
sippi Valley Generating Co. was not made until June 1954. 

By whom were you informed ? 

Mr. Doper. I was informed by the Bureau of the Budget. 

Senator O’Manoney. When? 

Mr. Doner. When I was drafting this statement. 

Senator O’Manoney. When you were drafting this statement? 

Mr. Doper. Yes. 

Senator O’Mauoney. Then somebody in the Bureau of the Budget 
participated in the drafting of the statement ? 

Mr. Doner. For this information, yes. 

Senator O’Manoney. Yes, surely. You were trying to get the 
information. 

Mr. Doper. That’s right. 

Senator O’Manoney. Did you discuss it with anybody else? 

Mr. Doper. Let me see. It was checked by everybody that I could 
‘ind in the Bureau that could verify the facts as I expressed them 
here, and I told Mr. Wenzell what I put in about him. 

Senator O’Manonry. On page 5 of your statement you say: 

I also am informed, and emphasize, that the contract for replacement power 
was made by the AEC with the Dixon-Yates group only after it had been care- 
fully examined by the Atomic Energy Commission, the Attorney General, the 
Federal Power Commission, the Tennessee Valley Authority, the Bureau of the 
Budget, and the Joint Committee of the Congress on Atomic Energy. 

Mr. Dopner. That’s right. 

Senator O’Manoney. In other words, it was a broad program that 
involved and concerned the interests of numerous agencies of the 
Government. 

Mr. Dover. That’s right. 

Senator O’Manoney. All of them that sat in on it. Did you confer 
with representatives of these various agencies ? 

Mr. Doner. I did not. 

Senator O’Manoney. In the preparation of this statement or in 
the gathering of the facts? 

Mr. Doner. No, and I was very careful to say that I am informed 
that they examined it. I didn’t know about their approval. 

Senator O’Mauoney. Thank you, Mr. Chairman. 

Senator Kerauver. Do you want to ask a question, Senator? 

Senator Dirksen. Yes. 

Mr. Dodge, I notice on page 3 of your statement in the fourth and 
fifth paragraphs, first you mention staff discussions in October of 
1953, and that TVA staff was asked if any consideration had been 
given to what should be done to meet its estimated future power re- 
quirements, if no funds for new steam-generated powerplants were 
included in the 1955 budget. 

Now, up to that point I just gather that there were these simple 
premises. 

Senator O’Manoney. Senator, may I interrupt you? The quorum 
call makes it necessary for me to go back to the floor. Senator Neel 
and Senator Stennis are interested in two bills which are on the cal- 
endar and which I must explain. 

Senator Krerauver. May we carry on in your absence? 

Senator O’Manonry. Oh, of course, and I will come back. 
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Senator Dirksen. It seems to me this breaks down into this kind 
of a picture: No. 1, it is rather clear that AEC needed or was going 
to need additional power. 

No. 2, it seemed to be quite clear and understood that TVA could 
not supply that power and still take care of its non-Government 
users. 

Mr. Doner. That is right. 

Senator Dirksen. No. 3, discussions then were underway to find 
out how and where to get this power, and in those explorations it 
appears from your statement that the first proposition examined was 
Electric Energy, Inc., as to whether or not the Paducah plant might 
be expanded for the purpose of providing that power. 

Mr. Dover. That is the way I understood the AEC did. 

Senator Dirksen. And in relation thereto, that evidently that was 
not feasible, so you had to look elsewhere. 

Mr. Doper. I didn’t have to look. 

Senator DmxseNn. | am speaking generally about those who are 
identified with this. 

Mr. Doncr. Yes. 

Senator Dirksen. Now, in the next paragraph you say: 

In this diseussion, Mr. Gordon Clapp, Chairman of the TVA Board, informed 
the staff of the Bureau of the Budget that the Board had considered this ques- 
tion and if no additional steam plants were to be provided in the budget, an 
alternative would be for the TVA to be relieved of the responsibility for supply- 


ing some of the electric power furnished the Atomic Energy Commission, so 
that this power could be used to meet non-Federal power growth requirements. 


Mr. Dover. That is the way it was reported to me. 
Senator Kerauver. Mr. Dodge, I don’t think we can hear you. 


Will you speak a little louder ? 

Senator Dirksen. Mr. Dodge, I gather from this there must have 
been a reasonably extensive discussion in October of 1953 of this 
whole general picture. Don’t you want to amplify a little what hap- 
pened? Were you present at that discussion ? 

Mr. Doper. I was not. That was the normal staff discussions that 
take place between the Bureau staff group that works on the project 
and the representatives of the agency about their request for the 1955 
budget. 

That precedes what is called the Director’s Review, which follows 
later, and that developed during that discussion and was reported to 
the Directors for review, and also reported to me. 

Senator Dirksen. It seems to me that the natural inference here 
from your statement is that Mr. Clapp, the Chairman of the Board, 
the TVA Board, sat in on this staff discussion—— 

Mr. Doper. That is correct. 

Senator Dirksen. He knew pretty well what this general picture 
was: AEC requirements; and TVA could not do it, and therefore, ex- 

loration and alternatives were necessary; and therefore somebody 

ad to explore the alternatives. The first one fell by the wayside, 
namely, the one you referred to here, Electric Energy, Inc., and if it 
could not be done that way, it had to be done some other way. 

So that took you down to, or took somebody down to, the business of 
finding still another alternative, whatever it might be. 

Mr. Doper. That is substantially correct. The first thought when 
I first talked to Mr. Strauss was that the EEI plant would be ex- 
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panded and relieve TVA of load at Paducah, and it was assumed that 
in December and up until sometime in January, that would take place, 
until they first began their discussions with McAfee, who brought in 
Dixon. Then as I understood it, the conclusion was reached that that 
was not practical for the reason that I stated, that they might lose the 
AKC load and have no market for it. 

Sometime in that period Mr. Yates was brought in the picture, 
through whom I don’t know, but not by me, because I didn’t know 
him, and they developed this idea of putting the plant over at West 
Memphis instead of at Paducah, and as I got it, it was for two reasons: 
In the first place if they had relieved the load at Paducah, there would 
have been a long haul over to the area where they needed the power, 
in Memphis, whereas putting this plant in Memphis or West Memphis, 
would give them a short haul toward the area where they figured the 
need was the greatest. So it had two practical aspects, as I understood 
the situation. 

Senator Kerauver. Mr. Dodge, you stated on the page that Senator 
Dirksen has brought out, that the staff had some conference with Mr. 
Clapp, and Mr. Clapp said that if a plant was built at Paducah which 
would furnish power to the Atomic Energy Commission there, and 
some of TVA’s responsibilities under the Joppa plant was taken over, 
that that would help the TVA in some of its responsibility from the 
Shawanee plant, and then some of that power could be used in the 
TVA part of its commercial system ? 

Mr. Doner. I don’t know the plant named, but the idea was to re- 
lieve them of Government loads so that they could supply future non- 
Government users. 

Senator Kerauver. And Mr. Clapp did say, according to your state- 
ment here, that that would relieve the TVA so that it could use some 
of the electricity elsewhere ? 

Mr. Dopner. Yes. 

Senator Krrauver. But, Mr. Dodge, you never discussed this matter 
of replacement with Mr. Clapp or with the Tennessee Valley Author- 
ity until after the commitments were made; did you? 

Mr. Dope. I don’t believe I discussed it with him. 

Senator Kerauver. When the 

Mr. Doner. I don’t quite get the point. 

Senator Kerauver. In other words, according to your statement, 
your assistants did discuss with Mr. Clapp the building of a plant 
up near Paducah which would feed electricity directly into the atomic 
energy works and thereby release some of the power from the so- 
called Shawanee TVA plant for commercial use in the TVA system, 
and perhaps Mr. Clapp said that it would do better if such a plant 
were built up at Paducah. That is what you referred to on page 4. 
But you never discussed, and Mr. Clapp has so testified that he never 
had any discussion or conferences or any advice whatever about the 
other alternative that you finally came to, of building a plant down in 
West Memphis, Ark., for putting electricity into the TVA system at 
Memphis, that is, the replacement contract. 

Mr. Doner. The replacement element did not develop until after 
the McAfee people decided they did not want to do it that way. 

Senator Keravver. Well, now, Mr. Dodge, when it developed and 
when they had their way about it, you thought that the plant ought to 
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be built apparently up at Paducah, and they, McAfee and Dixon, 
did not want to do it that way, and finally it was agreed to build 
the plant down at West Memphis, Ark. Why was there not some 
negotiation and discussion with the Tennessee Valley Authority ¢ 

Mr. Doner. Because that was a negotiation between the AEC and 
the supplier. 

Senator Kerauver. Well, the electricity down there, after all, was 
going to Memphis, Tenn., and not to the atomic energy plant at 
Paducah. 

Mr. Doner. But the contract was between the AEC and the sup- 
plier, whoever he happened to be. 

Senator Kerauver. Well, why did the AEC have to be interested in 
furnishing the Tennessee Valley Authority with electricity at a place 
where it was not going to be used for the atomic energy operation ? 

Mr. Doper. Because it supplied the energy, if you could call it that, 
to the system out of which they were drawing the power. 

Senator Krerauver. Mr. Dodge, the Shawanee TVA contract at that 
time had 13 years to run. The atomic energy works at Paducah was 
assured of its power from the Shawanee and the Joppa plant over 
a long-term contract. It was not, was it, the responsibility of the 
Atomic Energy Commission to see that the TVA’s obligations to its 
electrical users were satisfied ? 

Mr. Doper. Well, I think it was—— 

Senator Kerauver. Was it? 

Mr. Dopcr. The Atomic Energy Commission’s ? 

Senator Keravuver. Was that not the obligation of the TVA to see 
that its electrical users, their needs, were met ? 

Mr. Dopner. Well, it was met, or it would have been met, by this 
proposal. 

Senator Kerauver. But since the Atomic Energy Commission 
had its power, all it wanted, and had it for another 13 or 14 years, 
what busineess was it of the Atomic Energy Commission to contract 
for the Tennessee Valley Authority for the commercial users of 
Memphis? 

Mr. Dopce. They were not contracting for that. 

Senator Kerauver. Then what were they contracting for?! 

Mr. Doper. They were contracting to provide the power that would 
be used in the system. When it comes out of the end of an electric 
powerline, the source is not particularly noticeable. 

Senator Keravuver. Well, why could not the TVA have contracted 
with Dixon- Yates? 

Mr. Doner. I don’t know. 

Senator Keravuver. Why didn’t you work that out? After all, 
it was the TVA’s responsibility to supply the power needs of that 
area, was it not? 

Mr. Doper. Because they had always taken the position they wanted 
to build the plant themselves. 

Senator Kerauver. Well, if you can direct agencies what to do, 
why could you not direct the TVA what todo? Why could you not, 
at least, advise them about it, Mr. Dodge? 

Mr. Doper. Well, I personally was not involved in the negotia- 
tions, and as far as I know, the question was not raised. 

Senator Kerauver. Mr. Dodge, you know as a matter of fact that 
the building of this Dixon- Yates plant for power for West Memphis, 
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Ark., did not affect in the slightest the AEC’s contract with the TVA 
for the power from its Shawanee plant; that went on just the same. 
The supply was fully met. So all this turned out to be was just 
letting the AEC contract behind the back of the TVA for supplying 
power to the TV A’s customers, did it not, at your direction 4 

Mr. Dopner. No; I would not agree with that. 

Senator Kerauver. Well, in what respect do you disagree? 

Mr. Dopee. In this way, that the contract was between the AEC and 
the supplier of the power. It was going to be at West Memphis, 
Ark. TVA still got the power. If there was any differential in the 
rate, it was chargeable against the AEC, and not the TVA. 

Memphis would still draw its power from TVA. AEC would still 
get its power from TVA. Now, the TVA power would go to the 
AKC plant at Paducah at TVA rates. 

Senator Kerauver. It would go there in any event for 14 years. 

Mr. Dover. I know. But, Senator, if there was not any provision 
to increase the power supply for the non-Government users over this 
expected future period, AEC would still have had the right to draw 
on that power, and the non-Government users would have been 
thereby reduced. 

Senator Kerauver. That is right. The AEC had a right for 14 
years or 13 years to draw on the Shawanee plant. 

Mr. Doner. Right. 

Senator Kerauver. They were going to get all the power they 
needed. And because the people in West Memphis, Ark., needed 
power, you put the Atomic Energy Commission in the power broker- 
age business ¢ 

Mr. Dopce. I do not call it that. 

Senator Kerauver. Was it really a matter affecting the Atomic 
Energy Commission, the supplying of atoms for the AEC, to make a 
contract with Dixon- Yates to put power over in Memphis? How did 
that affect the Atomic Energy Commission ? 

Mr. Doper. It assured their supply without cutting down the sup- 
ply to the nongovernmental users in the TVA area. 

Senator Keravuver. But, Mr. Dodge, do you not agree that the 
AEC’s supply could not be cut down, because they had a 15-year 
contract ? 

Mr. Doper. Even assuming that, if they continued to have that 
without any other arrangement, the supplier of power in the TVA 
area would have been correspondingly reduced. 

Senator Kerauver. Well, it was going to be reduced. But was that 
the responsibility of the Atomic Energy Commission to see that the 
TVA got new facilities, where the power was not going to the AEC? 

Mr. Dopee. It was their load that they were trying to meet. The 
facts are that the next year the AEC powerload, as I recall it, about 
doubled on TVA. 

Senator Kerauver. So your theory is, then, that anywhere that any 
agency is supplying power to the Atomic Energy Commission, the 
Atomic Energy Commission can then be used to power-broker con- 
tracts without consultation with and behind the back of the organiza- 
tion that has the responsibility for commercial service in that area 
for the supplying of power? Is that your theory? 

Mr. Doper. No; it is not. 

Senator Krravver. Well, what is your theory, then ? 











958 POWER POLICY 





Mr. Doper. My theory is this, that there was a problem that TVA 
had expressed of getting future power to meet its demands and also 
carry the AEC load, and the first conclusion that it might be done 
by expanding the Paducah plant was decided not to be practicable by 
the people that were negotiating with AEC. 

Senator Krrauver. And let us say at that point, Mr. Dodge, that 
if you built the plant to supply the Paducah plant with electricity, as 
you did the Portsmouth plant, you would never have heard one squeak 
out of any of us who would have been interested in this, but you went 
on to another alternative. 

Mr. Doper. That was the alternative proposed which answered the 
problem. Also by relieving the TVA of that much demand for power 
by the AEC and if another plant had been built like the Dixon- Yates 
plant at some other place, the AEC would have had to pay whatever 
the rate developed out of that transaction. This did not affect the 
TVA costs or its rates, but they still got the power. 

Senator Kerauver. Mr. Dodge, I am afraid that you have been 
away from the Bureau of the Budget and you do not know that the 
Atomic Energy Commission and the TVA never got together because 
the Atomic Energy Commission was trying to make the TVA accept 
a larger part of the cost; they even endeavored in this Congress to 
charge the TVA’s electrical operations with a transmission line of 
$6,500,000, all of which would have been part of the amount that 
would have to be returned from the use of power; and because the 
AEC was trying to get the TVA to pay higher costs than it other- 
wise would have been able to have furnished the power for, they were 
never able to negotiate a contract. You knew that, did you not? 

Mr. Doncr. No; I did not. 

Senator Kerauver. That is the fact. No contract had ever been 
signed between the TVA and the AEC. Is that news to you? 

Mr. Doner. As far as I know, it is. 

Senator Kerauver. You thought a contract had been signed ? 

Mr. Dopcr. No. I did not know. 

Senator Kerauver. Then your statement, Mr. Dodge—take my 
word—is not correct—that it was going to be the same rate—because 
that is what the argument was over. 

Mr. Doper. I did not say that it was going to be at the same rate. I 
said that 

Senator Krerauver. You said that the AEC would assume the addi- 
tional cost. 

Mr. Dover. Whatever it was, whatever difference in cost between 
what they were paying TVA for power at Paducah and TVA was 
getting the power from the Dixon- Yates plant for, would be a respon- 
sibility of AEC. It would not affect TVA, as I understood it. 

Senator Kerauver. Except that they would have to pay more for 
their power than they could produce it for themselves, and they were 
not satisfied with the rate. 

Mr. Dodge, if the President can direct, upon the suggestion of the 
Bureau of the Budget, agencies to do anything he wants them to do, 
after all, as of the time he directed the AEC to enter into this contract, 


a majority of the members of the Board were against it—you knew 
that, did you not? 


Mr. Dopeer. I was not here. 
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Senator Kerauver. But you were informed that 3 of the 5 Directors 
voted against it, and he directed them to do it even against their will. 
Why could he not direct the TVA, even though against its will, to 
enter into a contract ? 

Mr. Dover. Would that have been any simpler? 

Senator Kerauver. Well, they would at ans have been able to have 
had something to do with that which it was their responsibility to do. 
They are in the power business. It was their customers. They were 
not in the atomic-energy business. The Atomic Energy Commission 
is not in the electrical power business. Don’t you think that would 
have been a proper solution ? 

Mr. Dopver. I was not here and did not participate in the discus- 
sions. I don’t know any of the circumstances. 

Senator Krravuver. But you are the one 

Mr. Doper. I would suspect that if the TVA had been directed to 
make a contract with some private utility to do that, the same type of 
issues would arise that have arisen about this. 

Senator Keravver. But you were the one that set the whole thing 
on the, road to which it went, Mr. Dodge, whether you were here 
eventually or not. 

Mr. Dodge, just frankly, don’t you think you made a big mistake in 
dragging the Atomic Ener gy Commission into what was bound to be 
a very hot political issue, getting into a business in which it was never 
engaged in or never organized to transact, the power-brokerage bus- 


iness, and caused it to be criticized and made it a subject of partisan 
consideration ? 


Mr. Dopcr. No, I do not. 


Senator Keravver. Do you not think you made a big mistake in 
doing that ? 

Mr. Doncr. No, I do not, because at the time this policy was agreed 
upon and put in the budget, it was assumed that it w ould be the type 
of transaction that they had with EEI. 

Senator Keravuver. Mr. Dodge, the chronology does not bear that 
out. You said in your statement here on page 4: 


By the time the budget was sent to the Congress on January 21, 1954 
ploratory discussions had begun with Mr. McAfee and Mr. E. H 
also had participated in the EEI contract. 

Mr. Doner. That is correct. 

Senator Krerauver. And you infer or say at that time that it was 
contemplated that there would be a contract for building a plant to 
furnish electricity direct to the Paducah atomic energy works. 

Mr. Dopcr. That is what I understood. The budget was in print 
and about to go to the Congress, and the negotiations, I think the 
first negotiations or discussions with Dixon and Yates on the subject 
of the contract, were about January 20, the first meeting that was 
held on the subject. That was why Mr. Wenzell was called down a 
few days before. 

Senator Keravver. Well, Mr. Dodge, that apparently is not what 
the chronology bears out. Before the first of the year Mr. McAfee 
and Mr. Dixon had agreed and had so informed Mr. Hughes, and 
perhaps you, but certainly Mr. Strauss, because they were with him, 
that this business of building a plant ‘at Paducah was not feasible, 
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that the thing to do was to build a plant across the river at West 
Memphis, Ark. I refer you to the letter of Mr. McAfee dated De- 
cember 14, in which he turns down the EEI proposition as not ad- 
visable; to the meetings in December that Mr. Dixon had had with 
the Atomic Energy Commission; to the meeting of January 14 when 
Mr. Hughes conferred with Admiral Strauss and Mr. Nichols. There 
was a discussion of the matter that the proposal now was in connection 
with a plant at West Memphis, Ark. 

So apparently by the time the budget message was submitted to the 
Congress, the EEI thing was already out of the window and the 
West Memphis proposition had been submitted and it was determined 
that that was how it was to be done? 

Mr. Dopce. Well, I have no recollection on that. 

Senator Dirksen. Actually, the EEI matter was a proposal to en- 
large the existing plant at Paducah ? 

Mr. Doper. That is as I understood it. 

Senator Dirksen. Yes. And that was deemed inadvisable? 

Mr. Dopcr. Yes. 

Senator Dirksen. Of course, I think the crux of this whole matter 
is that Congress looked at the expansion of steam-generating facili- 
ties in the TVA area with something of a baleful eye when they 
turned down the Fulton steam plant. I was on the Independent 
Officers Subcommittee of the Appropriations Committee when we 
spent days on the matter, and neither the House nor the Senate 
would go for it at the time. 

All right. If you are not going to bale any more public funds 
into steam facilities, and probably 65 percent of that power or there- 
abouts is being generated by steam already, as a matter of fact, you 
had to look elsewhere, and 1 see nothing so extraordinary in this, 
because, after all, a contract was made in 1951 with EEI and another 
contract was made in 1952 with Ohio Valley Electric Corp., and all 
of those were meant to supply power for AEC. There is no departure 
in the pattern here from that which was laid down in the prior 
administration. They went ahead and made these deals, these 
contracts. 

Senator Keravver. Well, Mr. Dodge, you do not agree that sup- 
plying power under OVEC or EEI from plants built directly for 
the purpose of furnishing electricity to the atomic energy operations, 
was what was done in this case, do you? 

Mr. Doner. That was replacement power. 

Senator Keravuver. Yes. It was furnishing power to TVA for 
customers at Memphis. 

Mr. Doner. No; it was furnishing power to TVA in replacement 
of power that they were furnishing the AEC. 

Senator Kerauver. Well, Mr. Dodge, no power could have been 
released by the TVA to the Atomic Energy Commission under its 
contract at Paducah. They had 14 years to run. 

Mr. Doper. That is correct, apparently. I did not know the term 
of the contract. But if that was the sole dependence, with the AEC 
load about to double or more in the next year, they would certainly 
have been in a squeeze as far as their nongovernmental users are 
concerned in the TVA area, if they had to depend solely on TVA for 
their power users and there was no other source of supply. 
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Senator Kerauver. Mr. Dodge, let us get this straight. Was this 
600,000 kilowatts from Dixon-Yates to go to Paducah or was it going 
to go to the commercial users in Memphis? 

Mr. Doper. No; it was going to the TVA system to replace power 
taken off by AEC. 

Senator Kerauver. You see, power had been taken off by the AEC 
from the TVA at Paducah long before this contract was thought of. 

Mr. Dongs. Well, they were taking power both—I think—I am 
just speaking from recollection—they were taking power at their plant 
there both from TVA and the other one. 

Senator Kerauver. Mr. Dodge, what you are really saying here is 
that you or the Atomic Energy Commission started out to make one 
kind of contract, a contract with a utility at Paducah, building a 
plant up there to furnish power to the atomic energy works at Pa- 
ducah, and you or Mr. Strauss let the utility people talk you out of 
that, and to build a plant not at Paducah but at a different place. 
That is really what happened, is it not ? 

Mr. Doner. Well, they did not talk me out of it, because I was not 
a participant. 

Senator Kerauver. Well, they talked Admiral Strauss and the 
Atomic Energy Commission out of it. 

Mr. Dover. They made that proposal and it answered the problem 
and the AEC assumed the cost exactly as they would if a plant was 
built at Paducah, to enlarge the Paducah EEI. 

Senator Kerauver. A different kind of contract at a different place 
for a different purpose, was it not ? 

Mr. Doner. I don’t think it was different purpose. 

Senator Kerauver. And do you not think, Mr. Dodge, that the rea- 


son the President would not allow Mr. ae to enter into a contract 


is that he would not let the private utility 
they did Admiral Strauss’? 

Mr. Doner. I have no idea, because I did not take part in the dis- 
cussion. 

Senator Krerauver. Now, let us get back, Mr. Dodge—— 

Senator Dirksen. Of course, if I may put in, and having been 
familiar with this whole picture since 1933, certainly TVA was always 
going to assert its own position, and if it could have gotten the money 
for the Fulton steam adel it certainly left nothing undone to get it, 
and if it could have gotten more, it would have asked for more, also, 
inmy judgment. I think the record will bear that out. 

Senator Kerauver. I think the record ought to show that Mr. Dodge 
says that Congress would not grant the TVA appropriation for the 
Fulton steam plant. 

Senator Dirxsen. That is right. 

Senator Kerauver. As a matter of fact, the Bureau of the Budget 
strongly recommended against the Fulton steam plant. 

Senator Dirksen. Yes, Senator Kefauver 

Senator Keravuver. Just a minute. I am asking the questions. 

Senator Dirksen. Excuse me. 

Senator Keravuver. So that was one reason why Congress could not 
grant the TVA money to build the Fulton steam plant, was it not, Mr. 
Dodge? You would not submit a budget estimate for it? 

_ Mr. Dover. We took it out of the 1954 budget; we did not submit it 
in the 1955 budget, and the action of the Congress indicated that they 


oys change his mind as 
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would not approve it, and that is what I understood and was borne 
out by subsequent ev ents, when an attempt was made to add it to the 
appropriation bill on the floor of the House and the Senate. 

Senator Kerauver, Well, we had the active opposition of the admin- 


istration against putting in an unbudgeted item for the Fulton steam 
plant; is that not true? 


Mr. Doper. I don’t recall. 

Senator Krerauver. The Truman budget had contained it. When 
the Eisenhower administration came in, they took it out. You actively 
opposed the amendments to put it in on the ground that it was not 
in the budget and the matter was being studied at that time. 

Mr. Doper. I did not oppose it, because I was not active in that 
at all. It had been taken out, however , by Mr. Truman in the 1953 
budget. 

Senator Kerauver. I do not mean that you came up here and op- 
posed it as a lobbyist, Mr. Dodge. I meant that the official position 
of the Bureau of the Budget was ; strongly against it. 

Mr. Dover. The official position of ‘the Bureau of the Budget was 
that we did not include it. 

Senator Kerauver. Yes. I participated in that discussion on the 
floor of the Senate, and I remember quite well the colloquy with 
Senator Saltonstall. 

Senator Dirksen. Do you mind one observation here ? 

Senator Kerauver. No, indeed. 

Senator Dirxson. Of course, I remember it quite well and I remem- 
ber the sentiment that appealed to Congress, and that was true on 
both sides of the aisle, and your figures here bear it out, that from 
1951 to 1954 the steam plant investment jumped from 18 to 367 million 
dollars, and it appeared as if it was going to grow, and everybody 
thought that this was sort of a hydro development, and now, of 
course, more and more of their power is manufactured with steam 
plants, with money, of course, that is taxed out of the packetbooks of 
people in every State of the Union. That is the basic and fundamen- 

tal sentiment that finally appealed to Members on both sides of the 
aisle of the Senate, and I might say in the House, also. 

Senator Krrauver. Of course, I take exception to a good deal of 
that, but that is not the immediate subject. 

Senator Dirksen. Of course, I lived with TVA since 1933, when I 
first came here. 

Senator Kerauver. I have been with it a long time, too, Senator 
Dirksen. 

Mr. Doner. I was convinced in my discussions with the Appropria- 
tions Committees about the revision of the 1954 budget that it would 
not be approved, which was one reason why it was not in the budget. 
Subsegeunt events bore it out. 

Senator Kreravuver. If you were so convinced, if you had given some 
of us a chance to have tried to get it approved, with a favorable report 
from the Bureau of the Budget, we would have been very grateful 
and optimistic about the chances, Mr. Dodge. 

Senator Lancer. I think it is fair to state that one faction of the Re- 
publican Party, the Abraham Lincoln, Theodore Roosevelt, Robert 


La Follette, Jr., and George Norris faction of the Republican Party, 
was for this thing. 
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Senator Kerauver. And Bill Langer. 

Senator Dirksen. Of course, nobody was against it, Bill. They 

were just trying to keep it within proper dimensions. ‘That is all. 

Senator Krrauver. Now, Mr. Dodge, you did not discuss this 
change of plans from a direct supply to a so-called replacement with 
TVA, and Mr. Clapp said no one discussed or negotiated with TVA. 
Did you talk the matter over or make any inquiry of the officials of the 
city of Memphis about the problem ? 

Mr. Donen. I did not, no. 

Senator Krravver. Well, they were the ones who really needed the 
power, were they not? 

Mr. Doner. It was that area. 

Senator Kerauver. And you have noticed that several people, in- 
clluding the President, have expressed pleasure over the fact that this 
whole matter can now be terminated by virtue of the fact that the city 
of Memphis is going to build its own plant. If you had had a discus- 
sion with them back at that time, might not the problem have been 
avoided then ? 

Mr. Doner. Well, I am under the impression that some people had 
discussed it with them, not connected with the Government. They 
were not prepared to do it. 

Senator Kerauver. But you do not know who that was or where? 

Mr. Doner. No, 

Senator Krrauver. The mayor of Memphis and Major Allen, whom 
you may know, head of the utilities service 

Mr. Dover. Tam talking about way back then. 

Senator Kerravuver (continuing). Testified that nobody from the 
Government, directly or indirectly, advised them or consulted with 
them or took them into consideration whatsoever. 

Mr. Dopcr. I know I did not. 

Senator Kerauver. I think also in connection with the part of your 
statement here that the reason for the large increase in the steam 
plants which you have set forth is because of the fact that Paducah 
is using approximately 1 million-plus kilowatt installed capacity, and 
Oak Ridge is ae something over 2 million; is that not correct ? 

Mr. Doner. I don’t know what it is now. I know in 195 3, when we 
were considering this subject—I think I have some figures here on it— 
the AEC was using about 1,400,000 out of 5,400,000. 

Senator Kerauver. I am informed as of the present time it is 1 
million one place, and something over 2 million at Oak Ridge. 

Mr. Dover. Yes. It jumped up the next year to double that amount 
or more, something like that. 

Senator Kerauver. Yes. Those are the rough figures. 

Mr. Doper. Yes. 

Senator Krrauver. That takes a lot of steam generation to supply 
that much power. 

Mr. Dover. That is right. And that is why we considered this 
kind of proposal, because their load was incre: asing. 

Senator Kerauver. Mr. Dodge, we got off the line of our question- 
ing about Mr. Wenzell, and I w vould like to get back to Mr. Wenzell. 

Mr. Doper. Oh, yes. 

Senator Kerauver. Let us see if we can take things in order. 


Did you see Mr. Wenzell from time to time w hen he was wor king 
on this report ? 
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Mr. Dopcr. Only to the extent of saying “Hello” and “Are you get- 
ting what you need, and getting along all right?” 

I did not discuss his report with him from the time I asked him to 
do it. I did not know how long it would take—he was only working 
on it a few days at a time—until I received it in September. 

Senator Keravuver. In the first place, Mr. Dodge, how did you em- 
ploy Mr. Wenzell? The only way I can see how you might have 
gotten him was under this Executive Order 1182, which says that 
you have to certify that you do not have anybody else, that you cannot 
employ anybody to do the work; is that how you got him? 

Mr. Doper. No. When he agreed to come down, I turned him over 
to the Personnel Department to process, not being familiar with the 
technical side of it myself. 

Senator Kerauver. And you do not know what they did in con- 
nection with that? 

Mr. Dopee. No. 

Senator Kerauver. I am advised by a staff member that they say 
they did it under 5 U.S. C. 55 (a). 

Mr. CiirForp. Temporary employment of experts or consultants. 

Senator Kerauver. Now, during this time when you had him em- 
ployed, since he did pass on the different plans for the sale of the 
TVA, the fertilizer operations, and things of that sort, why didn’t 
you bring the TVA people in to present their side of these contro- 
versies, Mr. Dodge? 

Mr. Doper. He did not pass on any plans. He was not consulted 
about any policy matters. 

Senator Kerauver. You are aware of the fact that in his report 
he works up a case for the sale of and recommended sale of the 
fertilizer operations? 

Mr. Doner. I think that was in the report. 

Senator Kerauver. And he recommended a solution to this, or one 
of the alternatives was exactly the Dixon- Yates proposal. 

Mr. Doper. No, I don’t believe so. 

Senator Kerauver. Well, Mr. Dodge, to refresh your memory as to 
his proposals, he had one that municipalities were to do it; secondly, 
they were to supply more power from around the peripheries of the 
TVA; third, a steam plant or steam plants to be built by private power 
around the periphery of TVA for the purpose of supplying power to 
the TVA, which was approximately the Dixon-Yates proposal. The 
fourth, of course, and his overall one, was the formation of some kind 
of government authority type of plant, which would issue stocks and 
bonds and take over the Government’s investment. So that third one 
was substantially like the Dixon- Yates proposal. 

Mr. Done. I don’t believe he suggested anywhere in his report the 
replacement principle which developed out of it. 

Senator Keravuver. No; he did not bring in the AEC; that is correct. 

Mr. Doner. Right. 

Senator Keravuver. So that, Mr. Dodge, when you got his report, 
what did you do with it? Did youstudy it? 

Mr. Doper. Yes, I read it carefully. I was as surprised as you were 
to find the financial recommendations that he made in it. And at the 
time I received it in September 1953, we were just rolling into the 
1955 budget preparations, and I put it aside. It was not referred to 
in connection with our consideration of the 1955 budget. 
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Senator Kerauver. Well, about that time or 1 month afterward you 
were studying the 1955 budget propositions, and the Dixon- Yates 
idea came along shortly after that; did it not? 

Mr. Doncr. No; the situation came out, just as I said in here, out of 
the consideration of the budget, the usual staff procedure, the alter- 
natives which might be used, which were not referred to in the Dixon- 
Yates report—I mean, in his report—were not referred to. It was not 
discussed at the time. It was not used in connection with the consid- 
eration of the budget, and the alternative that seemed possible other 
than putting in an appropriation was to have the AEC get a supplier 
of power, which is the way it was written up in the budget. 

Senator Kerauver. Did you have your other staff people read Mr. 
Wenzell’s report ? 

Mr. Doper. I can’t recall how many. I know the Chief of the Divi- 
sion read it. 

Senator Kerauver. And did you discuss his report with people at 
the White House—Mr. Adams? 

Mr. Dopce. I showed it to the President. 

Senator Krerauver. You showed it to the President? 

Mr. Donat. Yes. 

Senator Krerauver. When did you show it to the President, Mr. 
Dodge? 

Mr. Doper. Oh, not long after I received it. 

Senator Kerauver. And what was the occasion for showing it to 
the President ? 

Mr. Doper. For his interest. 

Senator Kerauver. Were you discussing the alternatives to the-—— 

Mr. Doper. No. 

Senator Keravuver. Increased appropriation funds for the TVA 
at that time? 

Mr. Doper. No. 

Senator Krerauver. There must have been some subject matter that 
brought the matter up for you to show it to him. 

Mr. Doner. Because of the information contained in the report. 

Senator Kerrauver. Did you tell the President what was in the 
report ? 

Mr. Dopcr. No. I just showed it to him. 

Senator Keravuver. Did he take time to read it? 

Mr. Doper. That I don’t know. 

Senator Keravuver. You left it with him? 

Mr. Doper. Yes. 

Senator Kerauver. And how many times did you discuss it with the 
President ? 

Mr. Doneer. I didn’t discuss it with him at all. 

Senator Keravuver. Did you talk with him about it later on? 

Mr. Doner. No. 

Senator Keravuver. Well 

Mr. Doner. He sent it back to me without comment. 

Senator Krerauver. Who would handle such matters as that at the 
White House, Mr. Dodge? 

Mr. Dover. Who what? 

Senator Kerauver. What member of the staff in the White House, 
as the President’s assistant, would review and condense and analyze 
reports you left with him ? 
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Mr. Doner. I have no idea. 
Senator Keravuver. Would that be Mr. Adams? Would he 
have—— 

Mr. Dover. I don’t think so. I have no idea. 

Senator Kerauver. I mean, if somebody leaves me a report and I 
do not have time to read it—and the President does not have time 
to read these reports—I turn it over to Mr. Wallace, my administra- 
tive assistant, or somebody else, if I can find him. Who analyzes 
these reports like that for the President ? 

Mr. Doper. I have no idea, sir. 

Senator Keravver. Did you talk with Sherman Adams about it? 

Mr. Doper. Not that I recall. 

Senator Kerauver. Well, think hard, Mr. Dodge. Do you think 
you may have discussed it with him ? 

Mr. Doper. No; not that I recall. 

Senator Kerauver. Now, Mr. Dodge, this was an important re- 
port. You showed it to the President, and you must have talked 
with other people about it. Who else did you talk with about it? 

Mr. Dopvez. The only person that I talked to about it, outside 
of the Bureau of the Budget, was Herbert Hoover. 

Senator Kerauver. And what was the occasion of talking to Mr. 
Hoover about it ? 

Mr. Dopexr. Because I told him—he was then working on his 
project—I told him that this study was being made, and I would 
show it to him when I got through. 

Senator Kerauver. Did you give Mr. Hoover a copy of it? 

Mr. Dopner. No. I just showed it to him, and he sent it back to 
me. 

Senator Kerauver. How long did he keep it? 

Mr. Doper. Oh, a couple of days, I would guess, at the most. 

Senator Kerauver. And Mr. Hoover’s task force, in their final 
report, recommended just about the same thing as the overall master 
plan of Mr. Wenzell; do you know that? 

Mr. Doner. No. 

Senator Kerauver. Well, they did. 

Mr. Doper. That 

Senator Krrauver. They recommended selling the TVA by a grad- 
ual process of issuing bonds and stocks to private investors, not tak- 
ing over the Government’s obligation and letting the locks be run, and 
navigation, and some flood control, but the fertilizer operation and 
the whole power operation to be sold to private industry. 

Mr. Dona. I haven’t seen that. 

Senator Keravuver. Did you talk to Mr. Hoover later about whether 
this was of any value or not ? 

Mr. Dover. No; merely for his information. That was shortly after 
I received it, in about October 1953, or September 1953. 

Senator KreravuvEr. Did you write Mr. Wenzell a letter after he 
made his report ? 

Mr. Doncer. Yes; I did. 

Senator Keravuver. Do you have a copy of it? 

Mr. Doper. Yes. 

Senator Krerauver. Just read it. 
Mr. Dover. This is dated October 19: 











POWER POLICY 967 


DEAR Mr. WENZELL: My delay in acknowledging directly the outstanding work 
you did on the special project does not in any way mean that the appreciation 
of it is less than it should be. It was an extremely valuable contribution, not 
only for the material contained in it, but its use as a foundation for further 
studies and consideration of the subject. 

It has been examined by two important individuals whose reaction to your 
work equaled my own. 

I am enclosing a copy of a public report which may be of interest to you. 
If you should be inclined to make any comment about it, you can be sure these 
will be gladly received. 

My very best wishes, and many thanks. 

Senator Kerauver. What does that public report refer to? 

Mr. Donar. I don’t know. It was a printed thing that came in that 
I sent to him. 

Senator Lancer. We will make it an exhibit in the case. 

Senator Krerauver. He has read the letter. 

Mr. Dover. Ihave read the letter. It ismy only copy. 

Senator Krravver. All right, sir. We will give it back to you. I 
just want to ask you a question about it. 

You say— 
not only for the material contained in it, but its use as a foundation for further 
studies and consideration of the subject. 

Now, what is that foundation, Mr. Dodge? 

Mr. Doper. Well, whatever studies we had to develop in the future 
with respect to that particular area. 

Senator Krrauver. Whatever studies you developed in the future 
with reference to handling TVA’s power supply needs without ap- 
propriated funds? 

Mr. Doper. No. 

Senator Kreravver. Just what do you mean by this “foundation”? 

Mr. Doper. Well, because he had summarized in there material 
that had taken us months to dig out of the TVA reports, and as I 
told you, we were collecting studies on all kinds of subjects for future 
use, and this was one of them, without the recommendations. 

Senator Keravuver. Was it an extremely valuable contribution, as 
you say here? 

Mr. Dover. I think so. At least, it was the polite thing to say. 

Senator Kerauver. Of course, you could be polite without going 
quite that far, Mr. Dodge. 

Mr. Doneer. Possibly. 

Senator Keravuver. You can just say, “I am glad to have seen you, 
and thanks.” 

Mr. Dopcr. He was entitled to more than that. 

Senator Kerauver. You have added a little more than that. 

Senator Dirksen. A Senator’s letters are like that, too, are they 
not, Mr. Dodge? 

Mr. Dover. Well, I don’t get letters from Senators. 

Senator Kerauver. Was this report in fact a valuable contribution 
to you in getting up your studies in October and November 1953, for 
submission in January 1954? 

Mr. Doper. No. It was a valuable contribution in the summariza- 
tion of the material that he had in the report, which was condensed 
to a limited number of pages, instead of going through all of the 
TA reports, and was not referred to nor discussed in our considera- 
tion of the 1955 budget, as I said before. 
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Senator Keravuver. No; you did not refer to it, and the name of 
Wenzell never came out until much later on. 

But while you say you did not ask for recommendations, you never- 
theless had recommendations in it. Were those recommendations of 
value to you? 

Mr. Doneer. Not at the time. 

Senator Kerauver. Well, at a later time, were they ? 

Mr. Dopver. No. We have never discussed in the Bureau the rec- 
ommendations included in that report—Mr. Hughes and I have 
not discussed them—nor have we advocated them or considered 
proposing them. If I had wanted to go further along that line, I 
would have used it much more widely. 

Senator Krrauver. Mr. Dodge, you are acquainted with the old 
saying of former Justice Holmes in connection with policy matters, 
or opinions of the Supreme Court: “Let me write the facts and you 
write the law” ? 

Mr. Doner. I have heard that. 

Senator Keravuver. If somebody will write the facts and get the 
Senta up right, it is mighty easy to base the policy on these facts, 
is it? 

Mr. Doper. That is what I asked him to do, to get me the facts. 
He volunteered the recommendations. 

Senator Keravver. Is there much difference in getting facts up 
that lead to a conclusion and writing a conclusion yourself ? 

Mr. Dope. I think it all depends on the circumstances. Mr. Wen- 
zell was not employed to recommend policy. He was not asked to 
recommend policy. He was not considered as a policy man. He was 
not taken into policy discussions, and the policy recommendations 
that he made in that were not discussed or andl. 

Senator Keravuver. Mr. Dodge, in the second paragraph of your 
letter you say: 


It has been examined by two individuals whose reaction to your work equaled 
my own. 

Who were those two individuals? 

Mr. Doper. The ones I spoke about. 

Senator Kerauver. The President and former President Hoover ? 

Mr. Doper. That is right. 

Senator Krerauver. How do you mean that their reaction to your 
work equaled your own? 

Mr. Donecr. That it was a good job. 

Senator Keravuver. President Eisenhower said he thought it was 
a good job? 

Mr. Doper. No. I was just flattering Mr. Wenzell. 

: Senator Keravver. So you are just trying to make him feel good, 
then ¢ 

Mr. Dopexr. Oh, he has done a great deal of work. 

Senator Keravver. It is not particularly flattering, Mr. Dodge, 
just to say “two individuals.” 

Mr. Doper. That is right. 

Senator Keravuver. It would have been more flattering if you had 
said, “It has been examined by two important individuals, President 
Eisenhower and former President Hoover.” Would that not have 
been more flattering? 
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Mr. Doper. It could have been, but I did not think it was appro- 
priate to say that. 

Senator Krerauver. So you want to amplify on what you meant by 
“whose reaction to your work equaled my own”? You were very 
enthusiastic in your first paragraph here. 

Mr. Dopcr. That is right. They both thought it was a good report. 

Senator Krerauver. What did ile say to you about it, Mr. Dodge? 
How do you know they thought it was a good report ? 

Mr. Dopcr. Because I showed it to Mr. Hoover. He sent it back 
to me, and the next time I saw him, he thought the factual material 
in it was good. 

The President’s office sent it back to me with no comment, and I just 
took it for granted that they felt that it was a good job, as I did. 

Senator Kerauver. Of course, about that time the President had 
something to say about creeping socialism, did he not, Mr. Dodge? 

Mr. Doner. I don’t recall. 

Senator Kerauver. Don’t you remember he talked about creeping 
socialism at one time? 

Mr. Doper. I remember there was such a comment, but that is all. 

Senator Kerauver. And then you say that former President Hoover 
thought it was a good report and so reported to you. Do you have 
his letter, Mr. Dodge? 

Mr. Doper. No. He didn’t send a letter. 

Senator Kerauver. How do you know he thought it was a good 
report ‘ 

Mr. Doper. Because in conversations with him, he thought it was 
a good report. 

Senator Kerauver. You saw him later and talked to him? 

Mr. Doner. I talked to him from time to time about the work he 
was doing. 

Senator Kerauver. And he had apparently read the report ? 

Mr. Dopcre. Apparently ; yes. 

Senator Kerauver. And have you read his final report about this 
same subject matter ? 

Mr. Dopce. No, sir; I have not. 

Senator Keravuver. It would not surprise you to know that it is 
almost the same as Mr. Wenzell’s, would it? 

Mr. Doper. Yes; I think it would. 

Senator Kerauver. Why would it surprise you? 

Mr. Doncr. It would in one respect and in one not, because I know 
that he had a strong feeling about Government financing of projects 
and things of that kind. 

Senator Kerauver. Well, Mr. Wenzell did, too; did he not? 

Mr. Doper. What? 

Senator Kerauver. Mr. Wenzell did, too; did he not? 

Mr. Doper. Apparently from what he said in the report. 

Senator Kerauver. Well, you knew when you got him that he had 
a strong feeling about it? 

Mr. Doner. No; I did not. 

Senator Kreravuver. Do you think that Mr. Woods, who wanted to 
get the Government out of business, and who was rampant about 


private investment, would send you a man who was a public-power 
man ¢ 











970 POWER POLICY 





Mr. Dopcr. Well, I did not think of it at the time. 
Senator Kerauver. Well, you did not expect any advocate of pub- 
lic power to come down from a man who has expressed this point of 
view to you, did you, Mr. Dodge? 

Mr. Dopcr. Well, it depends on what you mean by “public power.” 

Senator Krrauver. You have described in some detail how Mr. 
Woods just could not hold himself down. He just wanted to talk so 
much about getting the Government out of business. You knew he 
was interested in selling bonds and stocks in the way of securities. 
You would not think, with that in mind, that he would be sending 
you anyone who would be inimical to that ‘venture ? 

Mr. Doner. I did not think about it at the time, sir. 

Senator Kerauver. Now, you said you did not want to get anybody 
from the private-power industry to come down. Why was that? 

Mr. Dover. Well, because I thought they would be, if anything 

Senator Keravuver. They w ould be- 

Mr. Doner. If anything, they would probably be subject to criti- 
cism. I did not think that Mr. Wenzell would, because of the nature 
of their business, being removed from the direct power business. 

Senator Keravuver. Is there much difference between an investment 
banker that sells utility bonds and stocks, and the company that is 
in the power business, Mr. Dodge ? 

Mr. Dover. Oh, I think so. 

Senator Krrauver. You know that First Boston has the largest 
utility business in the United States? 

Mr. Dover. Well, I didn’t know it. I knew they did considerable 
business. 

Senator Kerauver. But you knew they were a pretty big one; did 
you not ¢ 

Mr. Doner. I knew they were a big investment house. 

Senator Krerauver. I see. Well, there was not any doubt in your 
mind, though, was there, Mr. Dodge, about Mr. Wenzell’s general 
philosophy ‘about this matter? 

Mr. Doper. We did not discuss the philosophy. At the time I was 
not interested in any philosophy except the budget. 

Senator Krerauver. Do you know, Mr. Dodge, Mr. Wenzell does 
not agree with the President’s statement about creeping socialism ? 
He thinks it is “galloping” socialism. 

Mr. Dopcr. Really ? 

Senator Kerauver. That does not come as any surprise to you; 
does it ¢ 

Mr. Doper. Well, I would not know because I never used the phrase 
myself, and I don’t know what he thought or what he meant. 

Senator Krrauver. You knew that is what he said up here to us? 

Mr. Donce. I heard something about it; yes. 

Senator Kerauver. Now, Mr. Dodge, ‘this report was apparently 
useful as a foundation, and very valuable, as you say, for further 
studies. Do you not think as a matter of fairness that the other 
side ought to have a say, too? Here you were making a report and 
had a man who was obviously hostile to public power and TVA 
getting up a report, the facts of which were going to be used by the 
Bureau of the B udget, whether you paid any attention to his recom- 
mendations on policy or not. Don’t you think that the other side 
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ought to have some opportunity of coming in and presenting their 
viewpoint ? ca . 

Mr. Doncr. Well, it was not a question of deciding any policy. 
It was supposed to be a factual study. When the issue came up 
about policy they were consulted, as I say, in this statement. 

Senator Krrauver. Mr. Dodge, for your information, there are 
glaring factual misstatements in Mr. Wenzell’s report. Don't you 
think it might have been well to have submitted it to Mr. Clapp of the 
TVA to see if it was accurate, at least insofar as the facts were con- 
cerned ¢ 

Mr. Dover. Well, we weren't using the facts except for informa- 
tion. [Laughter. | 

I mean that literally. 

Senator Kerauver. What do you mean, you were not using the facts 
except for information ? 

Mr. Dover. I said we were collecting facts for information about 
a situation that we knew little about at the time. The 

Senator Kerauver. Mr. Dodge—excuse me. 

Mr. Doner. You asked why I did not callin TVA. I was not mak- 
ing an audit, as I said. I could have had an audit made. That was 
not the purpose of it at all. The purpose of it was to summarize the 
development and trend of the business and to have it go and show 
out of that, if possible, what the sources of subsidies were and what 
their amount might be, where they came from, and their effect on 
the so-called subsidy rate. 

I would not ask the TVA to figure out the subsidies that they were 
giving. 

Senator KerAuver. Mr. Dodge, if there are misstatements of fact 
in the report, it would not be fair to use the report for your own 
policymaking decisions later on without getting the true facts; 
would it? 

Mr. Dover. If you were going to use the facts given in the report 
as facts, I certainly would have wanted them checked. 

Senator KrerAuver. You did not have these checked ? 

Mr. Dover. What ? 

Senator Kerauver. You did not have these checked ? 

Mr. Doner. I told you that we did not use them. 

Senator Kerauver. Now, I do not want to be facetious, but what 
do you mean by “the only thing you used the facts for was infor- 
mation ?” 

Mr. Doper. Just what I told you. I wanted to get a study of the 
thing to find out the questions that Wenzell answered in the report 
and that I asked him to answer. I did not ask him for any policy 
recommendations. He volunteered those. I was surprised, as you 
are, to find them in the report. I did not use those policy recommen- 
dations. The information was interesting to me because it summar- 
ized this development and its trends. 

Senator Krravuver. How can the information be useful to you if 
it is not accurate? 

Mr. Doper. Well, I did not know it was not accurate. 

Senator Kerauver. That is the reason I was asking you why you 
did not check them. ; 





972 POWER POLICY 


Mr. Doper. I was not asking for an audit. I was asking for gen- 
eral information of a certain type so that I could understand the 
situation. 

Senator Keravver.. Well, how can you answer questions about some- 
thing if it is not based upon accurate information ? 

Mr. Doner. I was not answering any questions. I was getting the 
information so I could have some comprehension of what the operation 
was. 

Senator Kerauver. Wenzell was answering questions about it in 
his report, and I do not know how he could answer questions about it 
if he did not have the accurate information. 

Mr. Doncr. He got his information as I instructed him, from the 
TVA reports and whatever information the Bureau could give him. 

Senator Kerauver. Did you ever go with Mr. Wenzell down to the 
Atomic Energy Commission ? 

Mr. Doner. No, I don’t believe so. 

Senator Krrauver. Did you ever take him over to the White House? 

Mr. Doncr. No, not that I can recall. 

Senator Kerauver. Mr. Dodge, do you recall the occasion when Mr. 
Wenzell in March came to you and said he was worried about the pos- 
sible dual situation he was getting himself into? 

Mr. Doncer. Yes. 

Senator Kerauver. Will you tell us about that, what he said to you 
and what you said to him? 

Mr. Doper. I checked my records, my secretary’s record, and the 
only appointment that I had with Wenzell was on March 9. Iam told 
that he said he thought it was the Ist or 2d. He came in to my office, 
as I recall it, and said that he was concerned whether, if the pro- 
posal was developed that might be acceptable, the First Boston Corp. 
would be barred from participating in any financing that might later 
develop, and as I recall it, he had some question about whether he 
should separate from the Bureau, and I told him I thought he should. 

At the time there was no proposal that was considered adequate. 
The February 25 proposal, which I understood was a tentative one, 
to find out if they included in that proposal the kind of information 
that the AEC would require, had been received, I think, about the 
25th of March. The impression of the Bureau and Mr. Wenzell and 
the AEC was that it was inadequate. Apparently they had taken 
only the power costs of the TVA on the Fulton plant, which, as I 
recall it, was around $200 a kilowatt, or something, and used that for 
the basis of the proposal. 

When he spoke to me about it, I told him I thought he should wind 
up his services with the Bureau if there was any likelihood that they 
would be involved in the financing. At the time we had no proposal 
that could receive serious consideration. We did not know whether 
we would get one, whether it would be acceptable or not, or whether 
it would be used as a basis for negotiation of a contract. 

The only thing that occurred to me was some time in the future 
there might be a syndicate of investments dealers formed to handle 
some of the securities, and First Boston might be one of them. There 
was no suggestion that they might be the agent. There was not any- 
thing close enough to even indicate that. 

Nevertheless, I said I thought he ought to terminate as quickly as 
possible. 
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That, as I recall it, was on the 9th of March. At the time we were 
trying 

‘Semnteit Keravver. Do you have a record of that? You said your 
secretary made some note on it. 

Mr. Doper. Well, it was just off of the sheet she keeps of telephone 
calls and appointments. I was told that he said he thought it was 
the 1st or 2d, and I had the record checked to see if I had any appoint- 
ment with him on the 1st or 2d—and I did not—and the only appoint- 
ment was on the 9th of March. I think he was mistaken on the date. 

Senator Keravuver. Well, he said—we might have a summary here— 
that he returned to Washington after having talked the matter over 
with—he discussed with Mr. Dodge after February 24 and told him 
of a talk with Hughes—apparently he had talked with Mr. Hughes— 
and that Sullivan & Cromwell advised him to quit.- Mr. Dodge 
thought it was unnecessary, in that it was not a completed proposal. 

At that time you discussed with him about bringing in another 
expert, or he suggested another expert, Mr. Adams, be brought in at 
that time. 

He had it the 1st or 2d of March when he was in and discussed it 
with you. He felt that the time to discuss the matter about First 
Boston getting he business would be when here was something to 
discuss. 

Mr. Doner. I do not recall it that way. 

Senator Keravuver. Here is his exact testimony so that we can 
get it: 

As I testified before, he said he thought that was along the line—lots of 


meetings, lots of discussions. That this was only a proposal. It had to go 
through many refinements. 


And he thought it was premature to discuss this or take it seriously. 

Anyway, you are telling how you remember ? 

Mr. Doper. Yes. As I remember, his concern was whether they 
would be barred from participating in any financing that might 
develop later on. There was no suggestion to me that they were going 
to, that anything had been arranged. I knew that this was not a 
proposal that had been made that was acceptable. If one was made 
it would take, I don’t know how many months to work it out, and 
I believe it was not accepted as a basis of negotiations until June. I 
knew also, having some familiarity with the way these things are 
handled, that the contract, if there was such a thing, had to be between 
the financing people and the supplier of the power, and not with the 
Government, not with the AEC, not with the Bureau of the Budget; 
that the people who 

ao Keravuver. I did not catch that exactly. A contract of 
what ? 

Mr. Doner. Well, if any arrangements were made for the financing, 
that they had to be between the people who were supplying the 
power 

Senator Keravuver. With Dixon and Yates, if it turned out to be it? 

Mr. Doper. Yes, with Dixon and Yates, if that turned out to be the 
firm, and with whatever financing agent they chose. 

We had no control over whom they chose. I knew as a practical 
matter in the business that when anybody goes into a transaction 
involving $100 million of financing of any kind, they shop around. I 
assumed that Dixon or Yates or whoever had the deal would talk 
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to all kinds of financial people. It was well known in the trade that 
this thing was developing, and in any event, any financing arrange- 
ments that were made would eventually have to be approved by the 
Securities and Exchange Commission. 

He had been working with the Bureau off and on on this thing since 
sometime in January, and there was no, let us say, contract in sight or 
proposal on which a contract could be based in sight, and I thought 
that he still ought to terminate his services with the Bureau as 
quickly as possible, if there was any likelihood that they were to be 
involved in the financing, which was not made clear at the time. 

Senator Kerauver. Mr. Dodge, at the time the proposal of Feb- 
ruary 25 had been submitted to the Atomic Energy Commission by 
Dixon and Yates, as of that time—that is, before your talk, apparently, 
with Mr. Wenzell 

Mr. Doner. That is right. 

Senator Kerauver. That was a firm proposal ? 

Mr. Dover. Pardon? 

Senator Kerauver. That was a firm proposal, was it not? 

Mr. Dopee. Well, I understood that it was a proposal primarily 
to find out whether they included the kind of information that 
covered the ground that the AEC would want, and in a sense it was 
tentative. In any event, it had been made on the 25th; there were 
some discussions about it, and I only had the general information 
that the impression was that it was not satisfactory or adequate. 

Senator Kerauver. Then whether it was satisfactory or accurate, 
it was in fact—and the record speaks for itself—a firm proposal. Of 
course, their price was too high, and it was cut down. 

Mr. Dona. Yes. 

Senator Kerauver. But it would be embarrassing to the Govern- 
ment if it later turned out that the contractors, Dixon and Yates, 
while they could select and choose any financial agents they wanted 
to, did choose the financial agent, a company of which a man working 
there in the Bureau of the Budget was vice president, would it not? 

Mr. Doper. I thought so. 

Senator Krravuver. Is that the reason you suggested that he ought 
to quit? 

Mr. Dopcr. That is right. 

Senator Krrauver. Were you surprised, Mr. Dodge, that he 
continued on to work until April 10? 

Mr. Dover. Well, as I recall it, at that time we were negotiating 
with the Federal Power Commission for the services of Mr. Adams. 
The Bureau of the Budget had suggested it to me, that we ought to 
get a man like Adams. It had been checked around, I think, by 
people of AEC and other people, as to whether he was a suitable per- 
son, and I personally called Mr. Kuykendall about making his services 
available. I think I asked for Adams, although I may have asked 
for a man and he suggested Adams. I know Adams’ name had been 
inentioned. Adams was away at the time. He was, at the time I 
called, which must have been somewhat later than that, away. He 
did not come back to Washington until somewhere around the 19th. 
Wenzell was away from Washington, as I recall it, and came down 
the following week to meet Adams to bring him up to date on the 
situation. And one of the considerations was that this thing was now 
moving to a stage where they had to have a man who could stay 
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there all the time and work on it with all the agencies, TVA, AEC, 
Bureau of the Budget, and everybody else, and I think I am right 
that he first talked with Adams somewhere around the early part of 
the week of the 22d, and what he did after that I don’t know, be- 
‘ause I was not following it at all; 1 mean, as far as meetings were 
concerned. 

Senator Krerauver. Mr. Adams was not a full replacement for Mr. 
Wenzell. Mr. Adams was. a power expert, and Mr. Wenzell was, 
in addition to being a power expert, a money expert; is that not 
true, Mr. Dodge? 

Mr. Dover. Well, Mr. Wenzell’s principal function was to be on 
interest rates. 

Senator Krrauver. Yes, sir. And Mr. Adams was a power man 
and not an interest-rate man ? 

Mr. Dover. He was a power man, and I think also—this is mere 
recollection—that on these costs that had been submitted to the plant, 
he was thought necessary on that. 

Senator Krr Auver. It is cleaar in your mind, is it not, Mr. Dodge, 
that at the time he came to see you-—and the reason in fact that ‘he 
did come to see you—was that it appeared to him that it might develop 
in the future out of this thing that his company might be interested 
in being a financial agent ? 

Mr. Dover. No; not as a financial agent. The only thing that 
occurred to et was not discussed what their position might be— 
was that, as I said, there eventually might be some kind of investment 
syndicate when this thing was all cleared up to sell the securities, 
and they might be a part of it. 

Senator Kerauver. Yes. What I meant was that they might be 
part of the investment syndicate. By “financial agent,” I meant that 
they might be the people who had something to do with selling the 
securities. 

Mr. Dover. Well, I like to make a distinction between being a prin- 
cipal financial agent and a member of a syndicate. There was not 
indicated to me anything about being a financial agent. 

Senator Kerauver. Well, did you know that Mr. Miller came down 
on the 20th? Do you remember him at your office ? 

Mr. Doper. No. I don’t believe I met him. I don’t remember 
him at all. 

Senator Kerauver. Did you know that he was down and that he 
said he was looking for business ? 

Mr. Doner. Not that I recall. I don’t recall him at all. 

Senator Krrauver. Mr. Dodge, I can see how Admiral Strauss 
would be interested and anxious to have a plant and have companies 
build a steam plant at Paducah to furnish power directly to the AEC. 
But what was his attitude about getting the AEC involved in a 
contract for a plant way down in West Memphis, Ark., to furnish 
power over the TVA to West Memphis? 

Mr. Dover. I can’t answer that because the only discussion that I 
had with him that I recall was that one of December 2, about the 
possibility. 

Senator Kerauver. You did not discuss it with him afterward ? 

Mr. Dover. Not that I recall; no. 
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Senator Krerauver. Do you remember whether any resistance was 
met on the part of the Bureau of the Budget to getting him to go along 
with this changed plan? 

Mr. Dopee. I don’t recall. Frankly, sir, at the time, as I told you, 
I knew I was going to leave, and I did not participate in any of the 
discussions about the contract itself. 

Senator Krerauver. Most of those discussions—— 

Mr. Doper. Or the exploratory discussions, either. 

Senator Krerauver. Most of those discussions after the first of the 
year were with Mr. Hughes insofar as the Bureau of the Budget was 
concerned; is that correct ? 

Mr. Donee. I think so. 

Senator Krrauver. Now, you do remember Senator Lister Hill’s 
speech in February of this year, do you not, Mr. Dodge? 

Mr. Doper. I can’t say that Ido. I have heard it referred to, but I 
don’t remember it. 

Senator Kerauver. Well, Mr. Hughes said that he wrote a letter 
and took it over to the President along with the speech. Did you see 
that letter ? 

Mr. Donee. No. 

Senator Krerauver. Do you know anything about it? 

Mr. Dopver. Not that I recall. 

Senator Keravuver. Do you think that you might knew something 
about it? 

Mr. Donor. I can’t recall, sir, anything about the letter, unless 
Hughes called me about it, and I am not sure of that. 

Senator Kreravuver. Do you have any hazy recollection that that 
matter was discussed with you at the White House or the Bureau of 
the Budget? 

Mr. Doper. No; because I was not here at the time. 

Senator Keravuver. Mr. Dodge, did Mr. Wenzell ask your permis- 
sion to let Mr. Woods see a copy of this report ? 

Mr. Doner. He did not. 

Senator Krerauver. You found out that he showed Mr. Woods a 
copy, did you not? 

Mr. Donor. I did not until I heard about it through this meeting. 

Senator Kerauver. What do you think about that ? 

Mr. Doper. I told Mr. Wenzell that if he kept a copy of the report, 
he was not to show it to anyone. 

Senator Keravuver. You heard about his showing it to Mr. Woods, 
did you not? 

Mr. Dover. I heard—that is what was said here. 

Senator Krrauver. What do you think about it? 

Mr. Doper. I don’t like it. 

Senator Krrauver. What would be the difference between showing 
one to Mr. Hoover and showing one to Mr. Woods? 

Mr. Doner. Because he was representing that firm. They were not 
having any direct participation in this whatever. 

Senator Krrauver. Well, do you think the interest of that firm 
might be inimical or tied in with the interest of the Government? You 
were willing to accept his services. Why would his report be inimical 
to the Government so that he should not show it to his boss? 

Mr. Dover. Well, for the very simple reason that it was a Govern- 
ment report. 
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Senator Krrauver. After all, Mr. Woods had been the man who had 
brought him down. 

Mr. Donce. That is all right. He was not working for the 
Government. 

Senator Kerauver. And you did not think the man who had paid 
his principal salary and had furnished him to you should have a 
chance to see it? 

Mr. Dope. No, sir; I did not think so. It was a confidential Bu- 
reau document, and I did not think he should see it. 

Senator Krrauver. Do you know of anybody else outside the Gov- 
ernment, outside of Mr. Woods and Mr. Hoover, who saw the report? 

Mr. Doper. No, sir; I don’t. 

Senator Kerauver. Mr. Dodge, did you have any conferences with 
Mr. Demmler of the Securities and Exchange Commission ? 

Mr. Doper. To my recollection I never met him. 

Senator Krerauver. Mr. Dodge, do you have any information as 
to why Mr. Wenzell’s name was not made public, why there was some 
apparent effort to not let his name get out, and why it was not re- 

ealed in all these chronologies ? 

Mr. Doner. I haven’t the slightest idea. I was not here at the time, 
and I don’t know. I would judge from my experience in the Govern- 
ment that when you make a report of meetings or conferences, it is 
customary to put down the principals. His position has been blown 
up to one of more importance than it actually was. He was a technical 
consultant on a part-time basis, and his name would not be reported, in 
my view, any more than any other staff level person who might have 
been present. I don’t know any other reason for it. 

Senator Kerauver. It developed in the chronology that an awful 
lot of inconsequential people were mentioned. The President directed 
that everything from the inception to this very date should be made 
public. Mr. W enzell was in here advising about interest, reviewing 
contracts, giving assurance about what the bonds could be sold for. 
Don’t you think that would be of sufficient importance, compared 
with all these other names mentioned, to mention Mr. Wenzell ? 

Mr. Doper. It would depend on w ho the other names were. I don’t 
think that other names in the same category were included. 

Senator Kerauver. Mr. Cook testified that he had his name in, and 
the Bureau of the Budget asked him to take it out. 

Mr. Dover. I don’t know. 

Senator Keravver. Did you know about that? 

Mr. Doper. No. 

Senator Krerauver. Why would the Bureau of the Budget be inter- 
ested in directing Mr. Cook’s chronology ? 

Mr. Doper. I have no reason to think that they were or would be. 

Senator Krravuver. You heard about Mr. Adams calling off this 
hearing for 3 days. How do you think that would be impor tant, not to 
let Mr. Wenzell's name be mentioned ? 

Mr. Doper. I have no idea why it was called off or whether it had 
anything to do with Mr. Wenzell. 

Senator Krrauver. Did you talk to Mr. Adams about it? 

Mr. Doper. No, 

Senator Kerauver. Not at all? 

Mr. Doner. No. 
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Senator Keravuver. Not about this matter at all? 

Mr. Doncer. Not at all. 

Senator Kreravuver. You did not talk with him about the fact that 
you were coming up today, and he was not coming? 


Mr. Doner. No. 


Senator Krrauver. You really did not, Mr. Dodge? 

Mr. Doper. No. 

Senator Keravuver. I am asking that question seriously. We have 
been wondering, frankly, how it is that one assistant to the Presi- 
dent, a man of. great eminence, would come up here and testify, and 
yet we cannot get the other one up. 

Mr. Dover. W ell, I think I can answer that very easily. I am 
testifying to what happened when I was Director of the Bureau of 
the Budget . 

Senator Kerauver. All we want him to do is to testify to what hap- 
pened when he was assistant to the President talking to the Securities 
and Exchange Commission. 

Mr. Doner. I was in a different position then than I am now. 

Senator Kerauver. You do not think he has superior information 
to your information, do you, Mr. Dodge? 

Mr. Dover. About what? 

Senator Kerauver. About this matter; that he has information that 
yu do not have. 

Mr. Done. I have no idea what information he has. 

Senator Kerauver. Mr. Dodge, how many talks did you have with 
the President about this matter before you finally ordered the accept- 
ance of this April 10 proposal ? 

Mr. Doner. I did not have any talks with him. 

Senator Krrauver. Who talked to him on your account ? 

Mr. Dover. I don’t know. Iwas not here. Remember, the proposal 
which we call the firm proposal of, I think, April 10, came in just 
before I left the Bureau, and anything that took place after that I 
am not familiar with. 

Senator Krerauver. Mr. Hughes has testified here that the President 
knew about Mr. Wenzell and knew the work he was doing and thor- 
oughly approved it. Was that information conveyed to you or was it 
conveyed to Mr. Hughes ? 

Mr. Doner. I don’t believe I ever told the President who was doing 
the werk. There was no reason why I should. I employed him. 
He did a certain job that I asked him to do, and a very limited job, 
which he expanded, and so far as I can recall, I never had any reason 
to tell the President who he was. 

Senator Kerauver. You knew, Mr. Dodge, that in the summer of 
1953, when the TV A appropriation was up in the Senate, there was a 
great deal said by Senator Saltonstall and others in response to the 
arguments for the motion to include the Fulton steam plant, that this 
whole matter was under study, that it was being analyzed and a spe- 
cial study was being made of it? We did not know at that time who 
it was making the special study, and it seemed to be the inference, at 
least, that the White House knew about the study that was going on. 

Mr. Donor. I am not familiar with that, and I don’t know. 

Senator Kerauver. That is this very Wenzell study ? 

Mr. Doper. Not that I know. 
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Senator Keravuver. I did want to ask you a question about this De- 
cember 2 meeting with Admiral Strauss. You have testified about 
that, Mr. Dodge. It is in the chronology, with Mr. Adams and Mr. 
McCandless and with you. Do you recall that that is the very first 
item in the chronology of the Bureau of the Budget ? 

Mr. Dover. Yes; L believe so. 

Senator Kerauver. What was the substance of that discussion at 
that time? 

Mr. Doper. As I recall it, I invited them over to my office to talk 
over the budget noliey statement that was going to appear in the 
budget for 1 1955, and to point up if it was considered possible. My 
recollection is that based on the contract date made before that they 
did consider it possible, and I asked them at that time to explore the 
possibility of getting a supplier. I had to have some kind of assur- 
ance before the budget was finalized, and before the budget was final- 
ized I had a letter, or asked for a letter, 1 believe, from Mr. McA fee to 
the etiect that it was feasible. There were two points that I was 
interested in: Is this thing possible, and is it feasible? And I had 
to have those assurances before I closed up the budget. That was the 
substance of the discussion at that time. 

Senator Kerauver. Had you talked with Admiral Strauss previ- 
ously about it? 

Mr. Dover. Not that I recall; maybe on the telephone. 

Senator Krrauver. And you remember in that conference that it 
was discussed that before you could go very far on that basis, you 
would have to get Mr. McA fee’s approval, of Electric Energy, Inc. ? 

Mr. Doner. No. I don’t think it was approval. I think it was 
assurance that something of the kind could be done. 

Senator Kerauver. Anyway, Mr. McAfee of Electric Energy, Inc., 
would have to come into the picture ? 

Mr. Dover. That was the idea at the time, as I said, that that would 
be an expansion of their plant. 

Senator Kerauver. And that apparently was taken up with Mr. 
McAfee, and he wrote a letter on December 14, that he was not inter- 
ested, and it would have to be done in some different w ay. 

Mr. Doper. I don’t recall that. 

Senator Keravver. It is in the chronology, and it speaks for itself. 

Mr. Doper. Yes. 

Senator Kerauver. So that as of the time the President’s budget 
message was submitted, the arrangement with EEI, Mr. McAfee, was 
really ‘out of the picture, ac cording to this record ? 

Mr. Dover. I don’t recall it. 

Senator Kreravuver. That would have been handled, then, by some- 
body else ? 

Mr. Dover. I think so. I remember asking for assurance on two 
things, that it was possible and that it was feasible. 

Senator Krrauver. I wanted to ask about two other matters briefly. 
1 do not want to take all the time. 

Senator Langer, do you want to ask any questions? 

Senator Lancer. I have just a couple of questions. 

Senator Kerauver. All right, sir. 

Senator Lancer. Will you tell us the approximate date that you 
gave your report to Herbert Hoover ? 
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Mr. Doner. Well, it would be some time in, I think, late September 
or early October 1953. 

Senator Lancer. And you say he kept it 2 or 3 days? 

Senator Kerauver. A little louder, Senator Langer. 

Senator Lancer. You say he kept it 2 or 3 days, or more? 

Mr. Dover. Yes. I told him it was only for his personal informa- 
tion and not for his staff. 

Senator Lancer. And he returned it to you when? 

Mr. Doner. Well, I can’t tell you, but it was within a few days. 

Senator Lancer. And have you read over the report of the task 
force of the Hoover Commission ? 

Mr. Doner. No, I haven’t seen it. 

Senator Lanerer. You have seen it in the newspapers; have you 
not? 

Mr. Doper. I have seen some reference to it. 

Senator Lancer. Did the recommendations of the task force differ 
very much from the report of Mr. Wenzell ? 

Mr. Donce. I don’t know. 

Senator Lancer. Do you know if they differed in any respects? 

Mr. Doner. I am not familiar with them. 

Senator Lancer. That is all. 

Senator Kerauver. Senator Dirksen? 

Senator Dirksen. Mr. Dodge, are you familiar with the resolution 
under which the Hoover Commission operates ? 

Mr. Doper. Well, I helped work on it at the time, but it was so 
long ago I can’t remember it. 

Senator Dirxsen. I was interested in the line of questioning here 
with respect to a copy of the report having been made available to 
Mr. Woods through Mr. Wenzell. 

Mr. Donee. Yes. 

Senator Dirksen. And a copy to Mr. Hoover. Of course, there is 
a clear distinction that the Hoover task force operates under a resolu- 
tion of Congress, with money supplied from the Federal Treasury, 
with all the cooperation of Federal agencies enlisted for the purposes 
in mind, namely, reorganization of the executive branch. 

Mr. Doper. That is right. 

Senator Dirksen. And while this was considered as a secret Bureau 
document, a classified document, it offhand, without knowing 

Mr. Dopeg. It was not secret. It was just confidential. 

Senator Dirksen. There would be no reason in the world why the 
Hoover Commission should not have that document? After all, they 
are entitled to go into every agency in Government and dig up every- 
thing they want. 

Mr. Dover. They can dig up everything they want. That is correct, 
yes. 

Senator Dirksen. Mr. Dodge, how many people were on the Budget 
Bureau payroll when you were the Director ? 

Mr. Donen. My recollection is that there were about 430. 

Senator Dirksen. And so much of all this developed in the late fall 
and the winter; a lot of this discussion of one kind or another ? 

Mr. Doper. Yes. 

Senator Lancer. Mr. Chairman, will you excuse me for a few 
minutes? I have to leave. 
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You understand, I will read the record. 

Senator Dirksen. We indeed do. 

That was in a period, of course— 

Senator Lancer. Mr. Chairman, I mean no discourtesy to you, sir, 
either. 

Senator Dirksen. You did not apologize to me. 

Senator Lancer. I mean no discourtesy. 

Senator Kerauver. We hope you come back, Senator Langer. 

Senator Langer. I will come as soon as I can. 

Senator Dirksen. That was at a time, of course, when you were busy 
with the budget estimates and estimates of the appropriations? 

Mr. Dover. Absolutely. 

Senator Dirksen. That is the roughest season, I expect, in the 
Bureau of the Budget here, is it not ? 

Mr. Doner. Well, all the year was rough, because we did 2 years’ 
work in 1 year. 

Senator Dirksen. You were on a 40-hour-a-week basis for yourself, 
I take it; is that right? 

Mr. Doper. What do you mean? Seventy-two. 

Senator Dirksen. Thank you. 

Senator Kerauver. Mr. Dodge, I would just like to refer again to 
the McAfee letter of December 14. I think it is important that we 
clear this up. 

Mr. Doncr. Yes. 

Senator Kerauver. The President’s budget message came to the 
Congress on January 21. 

Mr. Dover. That is right. 

Senator Kerauver. And on the basis of that budget message your 
negotiation at that time you felt was in connection with enlarging 
the facilities of EEI and furnishing power to the Atomic Energy 
Commission at Paducah ? 

Mr. Doncr. That is as I understood it. But the budget message, I 
think, was broader than that. The budget message said— 


To provide, with appropriate operating reserves, for reasonable growth in in- 
dustrial, municipal, and cooperative power loads in the area through the calendar 
year 1957, arrangements are being made to reduce, by the fall of 1957, existing 


commitments of the Tennessee Valley Authority to the Atomic Energy Com- 
mission. 


This would release the equivalent— 
and so forth and so on. 


In the event, however, that negotiations for furnishing these load require- 
ments for the Atomic Energy Commission from other sources are not consum- 
mated as contemplated or new defense loads develop, the question of starting 
additional generating units by the Tennessee Valley Authority will be re- 


considered. 
In other words, we tried to cover the whole area of possibilities. 
Senator Kerauver. Well, the budget estimate, as I read it, has two 
ideas. One, that a plant will be built at Paducah which will furnish 
500,000 to 600,000 kilowatts, and then there would be a modification 
of the TVA Shawanee steam plant contract whereby the whole output 
is going to Paducah, so as to release some TVA power, or if that was 


not possible, then the matter of starting additional generating units 
by the TVA would be reconsidered ? 
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Mr. Doper. Well, actually, it was broader than that. It just said, 
“From other sources.” 

Senator Kreravuver. Now, the important thing that I am trying to 
get at is that on December 14—and I suppose a few days after that— 
on December 14 a letter was sent, and I assume it was received by 
the Atomic Energy Commission a few days after that, because it is 
discussed shortly after that. Mr. McAfee turned down the EEI 
proposition, so that for this budget message you had to have the con- 
sent and cooperation of Mr. McAfee to operate through the EET. 
That is, he was president of the company; 1s that not correct? 

Mr. Doner. Yes. 

Senator Keravuver. So actually this budget message did not fit the 
situation as of that time because Mr. McAfee had already taken the 
EEI out of the picture? 

Mr. Doper. 'To the best of my recollection, I did not know about 
this letter. Isthere any evidence that we got it ? 9 

Senator Krravver. Would that not be a very important matter 
for Admiral Strauss to take up with you after he had this turndown 
by Mr. McA fee? 

Mr. Dopnce. Possibly. 

Senator Keravuver. It would bear directly upon what went into the 
President’s budget message. 

Mr. Dopar. Well, I think the budget message is broad enough to 
cover whatever solution was arrived at, although as I told you, at the 
time we thought that that is the way it was going to be. It says “from 
other sources.” 

Senator Kerauver. Mr. Dodge, we have received some information 
relative to an order that you put into effect in 1953 with reference 
to the employees of the Bureau of the Budget, stopping them from 
doing a lot of talking, and if they had any complaints they had to 
make or wanted to make, to come through some particular person 
in the Bureau of the Budget. I think that we should put it in the 
record. We have here the complete order, from the New York Times. 

(The material referred to is as follows :) 





{New York Times—March 2, 1953] 
DoDGE ORDERS BuvGET STAFF To REporT INIMICAL CONDUCT 
(By Luther A. Huston) 


(Special to the New York Times) 


WASHINGTON, March 1.—Instructions have been issued to all employees of 
the Bureau of the Budget that they must report any knowledge they may have 
of conduct on the part of any colleague that would be “inimical to the effective 
operation, security and standing” of the Bureau. 

They have been told that failure to do so “will not be easily excused.” 

Joseph M. Dodge, Director of the Budget, issued the instructions last Thurs- 
day, with an assertion that they were in accord with “the stated policy of the 
President.” It is understood that the memorandum sent by Mr. Dodge to his 
staff was prepared after a Cabinet meeting at which the policy was discussed. 

This factor led to the belief in some quarters that Mr. Dodge’s action might be 
followed by similar instructions to their staffs from the heads of all departments 
and agencies of the executive branch, although it is not known that this has been 
done. 

President Eisenhower told Congress in his state of the Union message a 
month ago that the executive branch would assume and exercise the function 
of purging itself of ‘‘the disloyal and the dangerous.” 
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An Executive order setting up a new system of internal security for Federal 
employees, and a set of regulations to implement the order, is now being pre- 
pured and is expected to be issued in a few days. 

Mr. Dodge’s memorandum was assumed by some observers to be a move, 
slightly anticipatory, to carry out the policies and regulations the forthcoming 
Executive order will prescribe. 

Marked “Office Memorandum No. 380” and listing the subject as “Staff re- 
sponsibility for propriety in official conduct,’ Mr. Dodge’s directions to his staff 
were as follows: 

“It is the stated policy of the President that the executive branch of the Gov- 
ernment as a whole and the departments and agencies thereof so conduct their 
business that they be above reproach in every respect, and that any deviations 
from such course be corrected by prompt and effective Executive action. 

“The successful application of this policy requires attention not only by agency 
heads and their principal assistants, but also by every person concerned in the 
conduct of the Government’s business. 


FOR SELF PROTECTION 


“One of the fundamental obligations of each member of the Bureau staff 
is to protect himself and the rest of the organization against the development 
and existence of any situation within the Bureau which is in conflict with law 
or regulation or which is inimical to the effective operation, security, and stand- 
ing of the whole group. 

“Knowledge of anything of this kind should come from within the group and 
not from without. Any investigation of such a situation should originate with 
the organization and should not be brought on it from outside sources. 

“Any member of the staff who has well-founded information indicating that 
a continuation of an existing course of action is illegal, improper, or detri- 
mental to the interests of the organization is expected and instructed to report 
this to Mr. Sam Adams who, in turn, will be expected and is instructed to re- 
port the situation to the Director. 

“Any individual may request and will be granted a confidential interview for 
this purpose, either with Mr. Adams or the Director. Any information given 
in such an interview will be held in confidence and will not be used unless and 
until it can be verified from other sources. In no case will the individual giv- 
ing the information be embarrassed by disclosure of the source. Whatever is 
reported will be used as a basis for an independent check on the facts. 


NOT FOR SNOOPING 


“This is not an invitation for snooping or gossiping. It is a reminder that 
an important responsibility of each member of the organization is to protect 
and further the constructive interests of the whole group. 

“It is not assumed that any such situations exist, but if any should exist 
which come to light later on and it is evident that individuals with knowledge 
of it failed to report it, in view of these instructions they will not be easily ex- 
cused.” 

Mr. Adams is the personnel officer of the Budget Bureau. 

The order has caused resentment and uneasiness among many employees 
of the Budget Bureau, according to persons who have talked privately with 
Government employees familiar with the situation. Despite the assertion in the 
memorandum that it is “not an invitation for snooping and gossiping,’ many 
employees are represented as feeling that it is in effect an order to tattle on 
their fellow workers. 

The implication that reprisals might follow if it were discovered that em- 
ployees had failed to report derogatory information in their possession also was 
pictured as disturbing to workers in the Bureau. 


“BLABBERMOUTHS” LIKELY TARGETS 


The theory of those who are working out the administration’s employee secu- 
rity program is reputed to be, however, that it will result in the elimination 
from Government service, not only of those who might be loyalty or security 


risks but also of those who might injure the Federal service by personal indiscre- 
tions of talk or conduct. 











984 POWER POLICY 


Employees who might be reluctant to brand a colleague as a spy or a traitor, 
they believe, would not hesitate to report him as a “blabbermouth” whose con- 
duct might bring reproach upon his agency and his fellow workers. 

The forthcoming security program is expected to prohibit public disclosure 
of the names of those discharged under it or the reasons for their dismissal. 
Mr. Dodge’s assurance in his memorandum that those who reveal the misdeeds 
of their colleagues need not fear disclosure was regarded as bearing out the 
belief held in some administration circles that secrecy would contribute to the 
effectiveness of the program. 

Some who are watching the unfolding of the administration’s new security 
plan also are represented as feeling that the assurance of protection against dis- 
closure may lead some employees to tell their stories to their superiors rather 
than to Senator Joseph R. McCarthy, Republican, of Wisconsin, or Representa- 
tive Harold H. Velde, Republican, of Illinois, the chairmen, respectively, of Sen- 
ate and House committees that are investigating “the disloyal and the dangerous” 
in Government and out of it. 


Senator Kerauver. What was the purpose of that? 

Mr. Doncr. The purpose of that was to have a report—let us put 
it this way—that if there was anything going on in the Bureau of 
the Budget that was wrong, it should be reported, and that if any 
person knew about anything that was wrong and did not report it, 
that I would be concerned with it. 

Senator Kerauver. Employees are not supposed to say anything to 
anybody else outside of the Bureau of the Budget about their prob- 
lems? 

Mr. Dopner. I do not think that is in it, no. 

Senator Kerauver. Isn’t that a part of the proposition? 

Mr. Doper. No. 

Senator Krerauver. Well, let me read you a letter that seems to ask 
the question better than I can: 


You have probably forgotten the event described in the enclosed clipping of 
the New York Times, but you can see now how Mr. Dodge set the stage for 
Dixon-Yates. 


This was issued before Dixon-Yates came into being. So that is 
not correct. 


He threatened any employee or employees with reprisal for reporting any 
irregularities to anyone outside of the Bureau and said they were to be reported 
to his man, Sam Adams, who would then have told Mr. Dodge. You can see 
how effectively the lips of any employee were sealed against letting any out- 
sider know about the TVA matter. 

Mr. Dopner. Well, that could not be correct, because they were not 
related at all. 

Senator Krrauver. Was there some part of this order that had to do 
with not giving information to anyone outside the Bureau ? 

Mr. Doper. Not that I recall. The whole purpose of the order at 
the time was to say that if there is anything wrong in the Bureau 
that anybody knew about, we should be officially informed, so that 
we could take action. 

Senator Kerauver. Mr. Dodge, did you have any part in this group 
that came down here in 1946 and 1947 to make findings and studies 
for the appropriations committees of Congress? 

Mr. Doner. No. 

Senator Krravuver. Did you know anything about them? 

aoe Dopcr. I know there was such a group. That isall. 1946 and 
1947? 

Senator Keravver. Back in the 80th Congress. 
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Mr. Dover. No. In part of 1946 I was in Germany and in most of 
1947 I was in Austria, and later in 1947, in London. 

Is that the group of specialists or accountants and what not that 
work for the appropriation committees? 

Senator Kerauver. Yes, sir. I am not sure whether Mr. Hughes 
was one ofthem. Who isthe present Deputy Director of the Budget? 

Mr. Doncer. Percy Brundage. 

Senator Keravuver. Percy Brundage. 

Mr. Doner. I have no knowledge—— 

Senator Kreravuver. About him being down here with the appro- 
priations committee ? 

Mr. Doner. No; I have no knowledge 

Senator Kerauver. You have no knowledge of that. 

Do you have any other memorandums or letters pertaining upon this 
subject, Mr. Dodge, that you want to show us? 

Mr. Doper. No. 

Senator Kerauver. Did you make any memorandums on any con- 
ferences with Mr. Wenzell ? 

Mr. Deper. No; I did not. 

Senator Kerauver. Did you make one on your conference with the 
President when you showed him the Wenzell report ? 

Mr. Dopee. No. I told you it was not a habit. 

Senator Kerauver. Did you make a memorandum of your confer- 
ence with Admiral Strauss on December 2? 

Mr. Dopce. No. 

Senator Keravuver. And this letter to Mr. Wenzell is the only record 
that you have got, that you have brought with you? 

Mr. Donee. That is right. 

Senator Keravver. All right. 

Is there anything else? 

Senator Dirksen. I have just two items. 

Speaking of that appropriations group, I think, Mr. Chairman, I 
know about that. I believe that was a group actually recruited by the 
House Appropriations Committee, who were brought down here. 

Mr. Dover. Yes. I know they had a group. 

Senator Dirksen. I knew that someone said 

Senator Krerauver. It was a group of 40 people who came down, 
and my understanding was that they were—well, I have here the 
names out of the Congressional Record, and I have the Associated 
Press story as of that time, that they were sparked by Messrs. Burgess, 
Vorhees, and Lincoln, and that the principal sponsors were—Mr. 
Burgess was on the National City Bank executive committee; Mr. 
Vorhees, a top executive of United States Steel; Mr. Leroy Lincoln, 
chairman of the board of Metropolitan Life; Percival Brundage is 
senior partner in the accounting firm of Price, Waterhouse and others. 
And that was the origination of the 40 that came down. 

SenatorDirksen. I would not know about the origination. I do 
know, of course, that Congressman Taber, of New York, was chairman 
of the Appropriations Committee in the 80th Congress, and I remem- 
ber that he invited a good many of them to come down. Where the 
idea began, I would not know, but they tried to get a select group that 
had competence in given fields. 

_ Senator Fulbright did that in connection with the RFC investiga- 
tion, you know. He went right to Price, Waterhouse, and got the best 
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he could get, and we try to get people who are familiar generally 
with Government techniques in the hope that they could be of material 
assistance to the Appropriations Committee. The only staff you 
have are clerks. You had no investigators to go into Government 
whatsoever. 

I want to make one allusion, of course, to this. I have not seen 
this letter or order with respect to any type of secrecy in the Budget 
Bureau. But the fact of the matter is that all that work, the budget 
work, certainly is all secret and not to be released until the President’s 
budget message is released to Congress, is it not? 

Mr. Dopcr. That is correct. 

Senator Dirksen. There is an absolute secrecy line on it, and for a 
very good and commonsense reason, and that is to stop people from 
starting lobbying for increased appropriations before they even get up 
to Congress, which is one problem we have had, and not the least of 
the lobbies, of course, is the Government lobby, as you know. 

Mr. Doner. No. One of the standard rules of the Budget, which 
was there before I came, was that nobody in the Budget Bureau talks 
about their business outside of the Bureau. That went for Wenzell 
as well as anybody else. 

Senator Krrauver. Mr. Dodge, a final question about Mr. Wenzell. 
When you showed the report to the President, did you explain or 
“nooh-pooh” the idea that he was not supposed to make any recom- 
mendations or policy ? 

Mr. Doncr. I do not remember that I even discussed it. I just 
took it in. 

Senator Kerauver. As it was? 

Mr. Doner. And it was sent back to me. 

Senator Krrauver. You did not delete the recommendations of 
policy when they were submitted ? 

Mr. Doper. No. If they had been of any concern to me at the time 
they were made, or I thought they were important, I could easily 
have asked him to take them out of the report, which I could not do 
and would not do. 

Senator Krerauver. Mr. Dodge, we appreciate your coming here 
to testify. I think you have been forthright and frank in talking 
with us, and we hope you will express our appreciation to the Presi- 
cent for allowing one of his assistants to come here and testify, and 
express again the committee’s hope that he will allow the other assist- 
ant, Mr. Sherman Adams, to follow your example. 

Mr. Dopcr. I cannot promise you to do that, Senator. I came down 
here to testify as a former Director of the Budget, and not as an 
assistant to the President. 

Senator Kerauver. We have two letters I want to make a part of 
the record from Sullivan and Cromwell. One is a correction of the 
record and the other is some enlargement of a discussion that they 
were involved in in Florida. Let us make these exhibits 106 and 107. 

(The letters were marked “Exhibits 106 and 107.”) 

Senator Kerauver. We have also received this afternoon a letter 
from Mr. Sinclair Armstrong in which he discussed his testimony, and 
which I want to make a part of the record. I have not had a chance 
to study his letter, but I think we might as well read his letter 
out loud. 
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Mr. Cutrrorp (reading) : 


SECURITIES AND EXCHANGE COMMISSION, 
Washington, D. C., August 2, 1955. 

DEAR SENATOR KEFAUVER: I had an opportunity over this past weekend to 
examine the transcript of the hearing relating to the Dixon-Yates matter held 
on July 27, 1955, before the Subcommittee on Antitrust and Monopoly Legisla- 
tion. Until I read the transcript, I was not fully aware of the inferentes in 
questions propounded by you and the other members of the subcommittee con- 
cerning my conversation with Governor Adams on July 13. 

In my opinion, your questions concerning that conversation clearly infer that 
Governor Adams coached me and I submitted to coaching concerning the 
testimony that I was to give before the subcommittee. Those questions also, 
in my opinion, clearly infer that the Attorney General and the Special Counsel 
to the President were aware of the coaching that you infer took place and 
advised me not to testify concerning it. 

Such inferences are entirely unwarranted and unfair not only to me but to 
zovernor Adams, the Attorney General, and Special Counsel to the President. 
Nobody coached me at any time with respect to my testimony and I want the 
record clearly to show this. 

I have testified fully as to all conversations that I have had with Government 
officials outside of the Securities and Exchange Commission concerning the 
equity and debt financing proceedings before the Commission in the matter of 
Mississippi Valley Generating Co. Any conversations that I have had with 
Government officials outside of the Commission concerning your subcommittee’s 
investigations have been conversations relating to the application of the prin- 
ciples expressed by the President in his letter of May 17, 1954, to Secretary 
Wilson, which was made expressly applicable to the hearings before your subeom- 
mittee by the Attorney General’s letter to me dated July 12, 1955. In none of 
those conversations has there been any suggestion as to what my testimony 
should be. They have related solely to the question as to whether in respect 
of particular matters I may testify at all under the principles laid down by 
the President. 

I assume that you and the other members of the subcommittee wish to be 
fair, and if I am correct in my opinion with respect to the inferences implicit 
in the subcommittee’s questions last Wednesday, I am sure that the members 
of the subcommittee will wish to withdraw such inferences. 

In the course of my testimony of July 27, I stated that the conversation with 
Governor Adams on July 13 was initiated by a call from him as I then 
recalled it. 

Upon further reflection, I should like to state that the facts are as follows: 
At the subcommittee’s request, I had sought the advice of the Attorney General 
through the Special Counsel to the President during the luncheon recess of the 
subcommittee’s hearing on July 18. About 10 minutes before I was scheduled 
to reappear before the subcommittee at its afternoon session, the Special Counsel 
to the President returned my call. He stated that he was speaking from Gov- 
ernor Adams’ office and that he had been discussing the matter with Governor 
Adams. He spoke to me about 3 minutes and then Governor Adams came on 
the telephone and spoke to me for about the same length of time. The conver- 
sation related solely to my responsibilities under the principles as expressed in 
the President’s letter of May 17, 1954, to the Secretary of Defense and in the 
Attorney General’s letter to me of July 12, 1955. 

Sincerely yours, 
J. StncrArR ARMSTRONG, Chairman. 


Senator Krrauver. We are glad to have Mr. Armstrong’s letter. 
When he is back on the witness stand at a later time, we will have much 
to say about it. Personally, it seems to me that since Mr. Armstrong 
has been a witness here and was sworn, that he should not undertake 
in an unsworn letter to go into testimony which he has been asked 
about here, and that he ought to come back where he is under oath 
and give us a chance of going into these matters fully, as we did 
once before. 

I think for 2 days here we asked him about his call in a conversation 
with Mr. Adams, and in 2 days he told us that Mr. Adams called him. 
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So we will have several questions to ask Mr. Armstrong about this 
letter when the time comes. 

Senator Dirksen. I think as a personal observation his letter is 
entirely proper, and along with it, I think the inferences were there; 
I think the implications were there. I heard his testimony and I 
think his letter 1s on good grounds. 

Senator Keravuver. I want to make it clear that not only were the 
implications there. Are you talking about implications of coaching? 

Senator Dirksen. That is right. 

Senator Keravuver. I want to make it quite clear that there were 
implications of coaching. That is what we intended them to be. I 
think that Mr. Armstrong did not deny before this committee that 
he had been told or suggested to what his testimony should be, and, 
indeed, he does not deny it here. 

I say again, if that is not the case, he will be given a chance to come 
back and testify fully. He has refused to testify to matters up to this 
time, and Governor Adams has refused either to testify or give us 
a letter about them. So we will have a chance of examining him 
further, and not just taking a letter, but will examine him under oath. 

Mr. Dover. Mr. Chairman, may I just add a comment for the 
record ? 

Senator Keravuver. Yes. 

Mr. Doner. I want it clearly stated, and I want to state, that, as I 
said earlier, I had no interest in the First Boston Corp. as a business 
or in any other respect; and, second, I had no interest or no acquaint- 
ance with Dixon-Yates. I had no interest in who got the contract, 
if a contract was made, or who got the financing, if the financing 
finally developed out of this transaction. 

Senator Kerauver. Mr. Dodge, there has been no suggestion here 
of any business connection with Dixon- Yates that I know of. There 
has been no suggestion of any business that you are your bank had with 
First Boston, except that Mr. Woods did say that he had sold the 
Bank of Detroit utilities securities, and I believe the only other matter 
on which I think your testimony is pertinent is that you did not feel 
under any obligation by virtue of the fact that you did not feel that 
Mr. Woods had let you have a very valuable man helping on it for 
some time, in the obligation to intercede for the First Boston Corp., 
if it came around to the point where you did have any influence in 
connection with the investment banker who handled the securities. 

Mr. Dopee. Senator, if it had come around to that point, my influ- 
ence would have been in the opposite direction. 

Senator Keravuver. There is not any evidence, frankly, that you 
used any influence in that, and I am glad to have your full statement 
about it. 

Mr. Dover. Yes. 

Senator Knrauver. We did not ask Mr. Woods about that. He 
testified he just wanted to help out down here. That is what he 
testified. But he did say, Mr. Dodge, and I think we might refresh 
that, that, I think, to use his exact words, he was anxious to get the 
Government out of business; he was anxious to see private investors 
buy the bonds and stocks which would finance future expansion and 
even present generating facilities in the TVA area and in other public 
power areas, and that he was not so naive as to not understand that 
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if that could be accomplished, that that would be of help to him and 
to other investment bankers. 

Mr. Doper. He did not say that to me. That was in his mind. 

Senator Keravuver. Well, you were not surprised that that was 
in his mind, were you? 

Mr. Dover. It is the nature of his business. 

Senator Krrauver. And you understood that when you talked 
with him? 

Mr. Doner. No. 

Senator Kerauver. That he was all hot and bothered about getting 
the Government out of business? 

Mr. Doper. That is what he talked about. 

Senator Krrauver. He was particularly interested in bonds and 
securities. You testified to that. So he might have had a little more 
than just an altruistic interest in sending Mr. Wenzell down here, 
don’t you think? 

Mr. Doper. Well, I don’t know. I took him in good faith. 

Senator Kerauver. Considering the nature of his business, his 
unusual enthusiasm about getting the Government out of business and 
particularly his reference to stocks and bonds, the fact that he chased 
you several days might indicate that he had more than just an al- 
truistic interest, don’ t you think ? 

Mr. Doper. It did not, to me, no. I took him at face value. 

Senator Krravuver. All right. That is all. We thank you very 
much. 

Mr. Doper. Thank you. 

Senator Kerauver. We will stand in recess until 10 o’clock to- 
morrow. 

Mr. Dopecr. You mean for me to be back ? 

Senator Kerauver. No. You do not need to be back. We have some 
other people. 

(Whereupon, at 5:30 p. m., the subcommittee adjourned, to re- 
convene on Wednesday, August 3, 1955, at 10 a. m.) 
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WEDNESDAY, AUGUST 3, 1955 


Untrep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MoNnopoLy 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 424, 
Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (presiding), and Langer. 

Also present: Arthur John Keeffe, assistant counsel, and George E. 
Clifford, assistant counsel. 

Senator Kerauver. The committee will come to order. 

We have a letter from Mr. McDowell, the head of the Division of 
Corporate Regulation of the Securities and Exchange Commission, 
in which he, for the record, suggests certain typographical changes 
and changes of words to get his meaning clear. I suppose the thing 
to do is just to have the record corrected as he indicates that it 
should be. 


TESTIMONY OF EDGAR H. DIXON, PRESIDENT, MIDDLE SOUTH 
UTILITIES, INC., AND MISSISSIPPI VALLEY GENERATING CO., 
ACCOMPANIED BY PAUL 0. CANADAY, VICE PRESIDENT, MIDDLE 
SOUTH UTILITIES, INC., AND MISSISSIPPI VALLEY GENERATING 
CO.; AND DANIEL JAMES, OF THE FIRM OF CAHILL, GORDON, 
REINDEL, & OHL—Resumed 


Mr. James. In that connection, Senator, I have a page of typo- 
graphical corrections which I should like to submit to the committee 
counsel and to the reporter, and whoever is to have them, in yesterday’s 
transcript. The only one which I think I should call special attention 
to is that, on page 2093, Mr. Dixon is shown as stating, with reference 
to Mr. Wenzell, “He was my agent.” 

The omission of the rather important three-letter word “not” makes 
quite a difference in that sentence. His statement was, “He was not 
my agent,” and that should be noted. 

Senator Krravuver. We will let the record be corrected in line with 
your suggestion here. 

Mr. James. In addition to that, Mr. Dixon has 1 or 2 corrections 
of his testimony that he would like to make before we proceed. 

Senator Keravuver. Is that the only substantial change here, Mr. 
James ? 

Mr. James. Well, there are 1 or 2 places, sir, where the testimony 
got somewhat confused, or the statements. 
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For example, the next to the last thing on the sheet I handed to 
you said something about something being filed with the “executive 
committee,” which should have been “ ‘equity proceedings,” but I think 
they are all merely typographical corrections rather than changes in 
what was said. 

Senator Keravuver. Mr. Clifford, have the record corrected in 
accordance with the suggestions, and keep this as part of the files 
so that if any question is raised about it we will have the record that 
these changes were made pursuant to Mr. James’ recommendations. 

Mr. Dixon, do you have something else ? 

Mr. Drxon. Yes, sir. My comments are more along the lines of 
sharpening up the record. I think we all recognize that I am bein 
asked consistently to discuss conversations and events that happened 
better than a year and a half ago, and I say that the ensuing year 
and a half was the busiest I have ever experienced in my life. 

At the very end of our session we were discussing the situation that 
obtained with respect to the hearing before the Arkansas Public Serv- 
ice Commission, and I was asked ‘to ascertain when we received the 
official letter from the First Boston Corp. advising us that they defi- 
nitely did not want a fee, as distinguished from expenses. 

Senator Keravuver. That is the letter of May 6, 19554 

Mr. Dixon. Yes, sir. We have checked our office recor ds. As I in- 
dicated yesterday, we do not have the practice of putting a “received” 
and date stamp on; but we have reconstructed it. The 6th of May 
was a Friday; the 9th of May was Monday, when undoubtedly this 
letter was received in my office. I was not in New York that day. 
The following day I was in a series of meetings, and on Wednesday, 
the day of the hearings before the Arkansas Public Service Com- 
mission, I did call Little Rock to convey the message to Mr. Canaday 
that I had received the letter from First Boston. 

At that time, we had not concluded our negotiations with Lehman 
Bros., as I suggested yesterday. 

I was unable to catch Mr. Canaday before he left for the hearing. 
Mr. Hallingby was in the South and had gone over to Little Rock for 
that purpose. I did talk to Mr. Hallingby. I told him of the receipt 
of the letter. He immediately went to where the meetings were being 
held, and Mr. Canaday had concluded his presentation. 

Inasmuch as the fee question was reserved, nothing further has been 
done on the situation, and the record in that case cle: arly shows that 
no action was sought, nor no action taken with respect to fees. 

So we were in that twilight zone that I suggested we probably were 
in yesterday, where we had not concluded negotiations with Lehman, 
and obviously Mr. Canaday had not received word of the receipt of 
this letter prior to his testimony. 

Senator Krrauver. Do I understand you to say that Mr. Hallingby 

saw Mr. Canaday the very day that he testified, but it was after he 
had testified ? 

Mr. Dixon. It was upon completion of his testimony ; yes, sir. 

Senator Kerauver. Why did not Mr. Canaday, then, go to the Com- 
mission and correct his testimony ? 

Mr. Dixon. Obviously he did not think it was important. And let 
me say, sir, compensation 





Senator Krravver. Let us ask Mr. Canaday about it. 
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Mr. Dixon. May I just finish what I was about to say ? 

Senator Keravver. Yes. 

Mr. Dixon. Compensation is the word that I think was used, and 
you will observe in the letter of First Boston that they suggested 
that we might want to pay them their expenses, which could be deemed 
to be compensation. We had not, as I said, concluded our negotia- 
tions with Lehman Bros. Obviously Mr. Canaday is here and will 
be delighted to speak for himself. 

Senator Kerauver. Mr. Canaday, did Mr. Hallingby get in touch 
with you that day ? 

Mr. Canapay. Yes, sir; after the hearing. 

Senator Kerauver. Speak louder, Mr. Canaday. 

Mr. Canapay. After the hearing, sir. 

Senator Kerauver. As I understood you to say yesterday, you did 
not know up to that time anything about the fee matter. So far as 
you were concerned, you thought a fee was going to be paid? 

Mr. Canapay. I did not know that it had been settled, sir. 

Senator Krrauver. You did not know that there had been any 
agreement not to take a fee up to that time? 

Mr. Canapay. I did not know that it had been settled; no, sir. 

Senator Kerauver. Then Mr. Canaday told you about this letter 
the afternoon after 

Mr. James. Mr. Hallingby. 

Senator Kerauver. Mr. Hallingby [continuing]—the afternoon 
after you had testified. Then why didn’t you go and correct the 
record ? 

Mr. James. Well, Senator, he stated that the fee matter was 
reserved. 

Senator Keravuver. Just a minute, Mr. James: I am asking him a 
very simple question, which I want him to answer. I asked him why 
he did not go back to the Commission to correct the record. 

Mr. Canapay. I thought that the testimony given that there may 
be a fee was adequate in view of the fact that we were not then request- 
ing any decision on the matter. 

Senator Kerauver. And that is the way the matter stands down 
there now ? 

Mr. Canapay. So far as I know, sir, it still stands that way. 

Senator Keravuver. Did you have something you wanted to say, Mr. 
James ? 

Mr. James. All I wanted to say was, sir, that it was a reserved mat- 
ter. The Commission was being asked for no action on it. There was 
plenty of time to correct the record, and there still is, before any action 
is taken on the fee matter. There is no point in reopening the record 
for something on which no action was to be taken. 

Mr. Drxon. I had one other thing that I would like to sharpen up, 
too, if I may, Senator. 

Senator Krrauver. All right. 

Mr. Dixon. At page 2136 of yesterday’s transcript, I had been asked 
a series of questions leading up to whether Mr. Wenzell had ever re- 
ported back to me as to whether he in turn had checked with his coun- 
sel, and I gave this answer: 





If I were to give an offhand recollection, I think without question my judgment 
is that he probably told us we had nothing to be concerned about, or he had 
nothing to be concerned about. 
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I discussed this with Mr. James, my counsel, last evening. He had 
a much clearer recollection of it than I did, and he had a-clear recol- 
lection that I had reported to him at the time that Mr. Wenzell had 


told me that he had checked with counsel and there was nothing to. 


be concerned about. ; 
In the immediately following question, you asked me— 


Whom else did— 


Senator Krravuver. Let me see if I get this straight. As I under- 
stood your testimony yesterday, you testified you had brought the 
subject matter up with him and suggested he had better speak to his 
people. 

Mr. Drxon. He might wish to speak to First Boston, or rather to 
First Boston, to counsel, and to the Bureau of the Budget. 

Senator Kerauver. So your remembrance now is that, as of that 
time, he told you he had talked with his counsel 

Mr. Dixon. I said yesterday that my judgment, my recollection, 
was that he probably had told me. I wanted to sharpen it up to say 
that he definitely did tell us. 

Mr. James’ strict recollection was that he had told me, and I so 
reported to him, that he had checked with counsel and that there was 
nothing to be concerned about. 

Senator Keravuver. Of course, I think I should point out to you 
that that is a little bit unusual, because Mr. Dean testified—and he had 
the notes that Mr. Raben of his firm had made, and Mr. Wenzell sub- 
stantially verified it—that counsel told him that this was an impor- 
tant matter and he thought he ought to go back and talk it out with 
Messrs. Hughes and Dodge, and get out of the Government, and 
certainly not let anything happen in the way of business while he 
was in the Government. As I got it, counsel’s advice to him was to 
resign. And he told you that counsel said that there was not anything 
to be concerned about ? 

Mr. Drxon. I am relating to you as clearly as I can, sir, the facts 
as [know them. Of course, I know nothing of what someone else did. 

You also asked me the question as to whether I talked with Mr. 
Hughes, and I answered— 


No, sir; not that I recall. 


Again in my conversation with Mr. James last night, he recalled 
that he and I had been at the Bureau of the Budget on other business 
and that I had raised the question with Mr. Hughes. He recalled, as 
I recalled, that Mr. Hughes made no comment. We have tried our 
very “darnedest.” We cannot pinpoint the date. Obviously it was 
between the February date, when the question first entered our minds, 
and the time when Mr. Wenzell resigned. 

We just can’t come closer to it than that, and we are certain we did 
not make a special trip to the Bureau for the purpose. 

Senator Kerauver. What did you say to Mr. Hughes on that 
occasion ¢ 

Mr. Drxon. I think Mr. James did most of the talking. and I think 
I raised the question that the thought had crossed through my mind 
that some charge might be leveled of what could be termed as two 
jobs. 

Let me say, sir, again, that this was a conversation well over a year 
ago. I cannot repeat it verbatim. I am trying my very best to give 
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this committee my recollection of the facts. They happened a long 
time ago; and these have been substantiated. ; 

As I say, Mr. James’ recollection is much sharper on the situation 
than mine was. 

Senator Krravver. Just to the best of your recollection, what was it 
that you said to Mr. Hughes? 

Mr. Drxon. I have just repeated that. 

Senator Keravuver. I did not understand you, though. I did not 
hear you well. 

Mr. Drxon. I have no recollection of the conversation. Un- 
doubtedly I must have said, as I testified yesterday, that the question 
had arisen in my mind as to whether a charge might be leveled of 
two jobs at some future date. 

At that point, maybe Mr. James can do a better job than I can. I 
have no clear recollection of what conversation ensued. We both 
recall that Mr. Hughes made no comment. 

Senator Krravuver. Mr. James, do you want to elucidate on the 
conversation ¢ 

Mr. James. I do not mind, Senator. 

The part of it that I recall was that I told Mr. Hughes that I was 
not talking on the level of legal questions, because I did not believe 
then and I do not believe now that there is any legal question involved 
in what Mr. Wenzell did. I told him that I knew we were getting into 
the kind of fight where anything would be grabbed at to try to make 
something of it. 

It was a very complex situation, and it was extremely unwise, for 
that reason, to have Mr. Wenzell in the Bureau of the Budget if there 
was going to be any consideration of his firm as financial agents for 
the dealings of the company with the insurance companies and the 
banks. 

I can recall very vividly telling him I was not raising a legal issue, 
but I thought it was a policy question which deserved serious con- 
sideration. 

Senator Kerauver. Well, Mr. Dixon, that brings up this question. 
He talked to Mr. Wenzell about the possible conflict of interests. Now 
it develops that you talked with Mr. Hughes about at least the bad 
advertising that might come from his dual role or his possible dual 
role that would arise by virtue of his being an employee of the Bureau 
of the Budget and his company, the First Boston Corp., becoming 
financial agent, would it not? 

Mr. Dixon. I did not know what it might arise from, Senator. We 
had given no thought to employment of any particular firm or any 
firm 

Senator Keravver. That was the two positions that he was holding. 
He was a vice president of First Boston and he was working for the 
Bureau of the Budget. That is what you had in mind; was it not? 

Mr. Dixon. That is right. And presumably he would be returning 
to the First Boston Corp. q 

Senator Kerauver. Then you could have resolved that very easily 
by just not selecting First Boston to be the financial agent. 

Mr. Drxon. Yes, sir; I could have. 

Senator Keravuver. Why didn’t you? 

Mr. Dixon. I thought there was no conflict. If I had thought there 
was any conflict I would never have employed First Boston, sir. 
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Senator Keravver. But you had worried about it, apparently. 

Mr. Dixon. I was not worried. It was a point that occurred to me. 
As I said yesterday, it occurred that embarrassment, if any, would 
lead to the First Boston Corp. or to the Bureau of the Budget. In 
courtesy, if you will, I raised the point. My attorney had said there 
was no legal complication. It is perfectly apparent that if I had felt 
or my counsel had felt that there were any legal barriers, we would not 
have employed First Boston Corp. There are many competent invest- 
ment firms. 

Senator Krerauver. You seem to have worried about the embar- 
rassment that might have come about, and yet you could have com- 
pletely relieved the embarrassment by just not accepting First Boston 
as the financial agent. 

Mr. Dixon. I was not embarrassed, sir. 

Senator Kerauver. I knowit. You said yesterday that some of the 
mud might get splashed over on you, and you did not want that to 
happen, and you could have kept the mud from getting splashed on 
you by just not taking them as the financial agent. 

Mr. Drxon. In the light of what has subsequently happened, it prob- 
ably would have been better to have followed that course. 

Senator Kerravuver. Is it not fair to say, then, Mr. Dixon, that by 
the time the thing got further on, First Boston was so far in the matter 
that you could not very easily get them out? 

Mr. Drxon. Oh, no, sir; no, sir. 

Senator Keravuver. Then I do not understand why you did not get 
them out. 

Mr. Dixon. It was not a question of getting them out, sir. I had 
a selection of many people that I could have retained to get in. I 
did not get anybody in until May. 

Senator Krerauver. Yes, but 

Mr. Drxon. I felt they were the most competent for this particular 
type of job, and I retained them. 

Senator Kreravuver. Well, here First Boston is not going to get any- 
thing for it. It might look bad for them; some of the mud ik 
splash over on you. Mr. James said this was a highly controversial 
matter and a lot of charges were being made. All you had to do to 
eliminate the charges and this, that, and the other was just not pick 
First Boston as your financial agent. 

Mr. Dixon. I think again it demonstrates how unimportant I con- 
sidered Mr. Wenzell to me in this situation. If I had had any notion 
that there would be embarrassment to Middle South Utilities, I would 
not have employed him, sir. 

Senator Krrauver. While we are on this fee matter, I think to get 
the record fairly straight, as straight as we can, you testified about 
this fee matter on June 7, 1955, before the Securities and Exchange 
Commission, and this was less than a month after the matter happened 
down in Arkansas. I think we might read your testimony at that 
time and see if you or Mr. Canaday want to make any comment about 
it. 

Mr. James. What page is that, Senator? 

Mr. Cuirrrorp. Page 128 of the proceedings before the Securities 
and Exchange Commission on June 7, 1955: — 
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By Mr. Vopr: 

Question. Mr. Dixon, have Middle South and Southern agreed to pay the First 
Boston Corp. a fee for their participation in the debt financing? 

Answer. We have agreed that there would be no fee. 

Question. Will they be paid any compensation in any form? ’ 

Answer. No, sir. They have had a very modest amount of expenses which we 
will reimburse them for, but neither First Boston nor Lehman Bros. will be paid 
any compensation. ; é 

Question. Are you familiar with the order of the Arkansas Public Service 
Commission? 

Answer. Yes, sir. 

Question. And the statement in that order? I shall quote it: 

“While the company is not paying any underwriting or broker fees for its 
financing, it may make payments to the First Boston Corp. and Lehman Bros. in 
connection with their services in working out the general terms of the loan 
agreement.” 

Do you know why that statement is in the Arkansas order? 

A. Yes, sir; I do. In the proceeding there the question arose as to fees and 
it had not been definitively decided whether or not there would be any com- 
pensation. Subsequent to the taking of that record the arrangements were 
finalized that there would be no compensation to either party. It was a function 
of timing. 

Senator Krrauver. The difference there seems to be, gentlemen, 
that a month after you testified, after Mr. Canaday testified, Mr. 
Dixon, you testified as of that time it had not been finalized. 

Mr. Dixon. I said as of the time of taking of testimony before the 
Arkansas commission. 

Senator Keravver. That is, as of May 11, when Mr. Canaday ap- 
peared, it had not been finalized, and now you tell us that it had been 
finalized as far as you were concerned, and that you notified Mr. 
Canaday that day. 

Mr. Dixon. Only as respects First Boston. It had not been finalized 
with respect to Lehman Corp. 

Mr. James. Senator, he said he had notified Mr. Canaday after the 
record was closed in the Arkansas proceeding in a matter which has 
not yet come before that commission for decision and has not been 
decided. 

Senator Keravver. I do not know about after the record. I under- 
stood him to say—Mr. Canaday, did you testify in the morning or the 
afternoon ¢ 

Mr. Canapay. As I recall, it was in the early afternoon, sir. 

Senator Krerauver. And then that same afternoon Mr. Hallingby 
called you. So I do not know whether the record was closed. It 
would seem to me it would have been a very simple matter to have 
gone back to the commission and made any changes you wanted to 
make. 

Mr. Dixon. It certainly would have. 

Mr. James. It would have been a simple and a futile matter. 

Senator, if this committee has to strain at that kind of thing to find 
an issue, | submit that you have not very much really to go on, be- 
cause that was a closed proceeding on a matter that was not before 
the commission and has not yet been before that commission for a 
decision. 

Senator Krrauver. Mr. James, I think you should think a little 
bit before you accuse the committee of straining at an issue. After 
all, Mr. Dixon brought the matter up this morning. We did not 
bring it up. 
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Mr. James. He wanted to correct his testimony. That is correct. 

Senator Kerauver. Then he is the one that is straining at the issue, 
and not we. We are just trying to get the facts about an issue which 
he himself brought up-this morning. 


Mr. James. It is only what you try to derive from those facts that 
I am talking about, Senator. 

Senator Krrauver. Well, I just try to derive the truth and try to 
get it straightened out. We need a lot of help in doing that, Mr. 
James. 

Mr. Dixon. Let me add, I did not correct the record on that issue. 
I seldon take issue with my counsel, but I did verify yesterday’s 
record and sharpened it up. 

Senator Kerauver. Is there anything else, Mr. Dixon, that you want 
to sharpen up ? 

Mr. Dixon. That is all I have, sir. 

Senator Krravver. I will have some copies of this here in a minute 
or two, but I did think that I should point out some matters in con- 
nection with Mr. Dixon’s testimony and Mr. Wenzell’s testimony so 
that we would know just where we are in the question, and this, the 
staff and I prepared together. 

Yesterday Mr. James, counsel for Mr. Dixon, took exception to a 
statement 1 made that there were glaring conflicts in Mr. Dixon’s 

testimony and that Mr. Dixon’s testimony was, in many respects, in 
substantial conflict with the testimony given by Mr. W enzell before the 
Securities and Exchange Commission, and more recently before this 
committee. It will be recalled that immediately after Mr. James’ 
statement, Senator Langer moved that the testimony be referred to 
the Justice Department for such action as the Attor ney General may 
deem right and proper in the circumstances. 

At page 2108 of yesterday’s transcript, Mr. James said that he 
resented a statement I made that there are glaring conflicts. It seemed 
to me that this matter should not be left in this somewhat ambiguous 
state. I have had the more important testimony by Mr. Dixon and 
Mr. Wenzell pulled together, so that if Mr. Dixon now cares to make 
any further explanation or wishes to make any further corrections, 
he might have the opportunity to do so before we conclude this phase 
of our inquiry. 

It should not be necessary for me to point out to Mr. Dixon and 
Mr. James that Mr. Dixon’s testimony toward the close of yesterday’s 
hearing, that in early 1954 he had raised the conflict of interest. ques- 
tion with his counsel and had discussed it with Mr. Wenzell, only 
serves to emphasize the highly questionable nature of his testimony. 
Within recent weeks we have learned that there had been considerable 
concern among the principals involved in the Dixon- Yates deal over 
the conflict of interest question. Mr. Wenzell discussed the matter 
with Sullivan & Cromwell. He later took the matter up with Mr. 
Hughes and Mr. Dodge. Yesterday, we learned that even Mr. Dixon 
and Mr. James considered this question. 

I might add there that we learned this morning that it was men- 
tioned, 2 at least casually, by Mr. Dixon and Mr. James and Mr. Hughes, 
the Director of the Bureau of the Budget. 

And, of course, the significance of the conflict of interest no doubt 
was also a mit utter of great concern to the White House, because we 
have Mr. Armstrong’s “testimony that Mr. Sherman Adams, assistant 
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to the President, asked for a postponement of the hearings before the 
Securities and Exchange Commission because he wanted the Attorney 
General, Mr. Brownell, and the President’s counsel, Mr. Morgan, to 
consider whether objection should be made to testimony by Mr. 
Wenzell. 

Why did Mr. Adams want to object to testimony by Mr. Wenzell ? 
Was it because he thought that Mr. Wenzell’s testimony was irrelevant 
and immaterial to the issues then pending before the Securities and 
Exchange Commission? ‘These questions hardly need an answer. If 
Mr. Adams was concerned with the mater iality of the testimony, this 
was not a matter within his province. This was a question which 
clearly came within the jurisdiction of the trial examiner who had 
been designated to hear the case. It must be obvious, in view of the 
record we now have before us, that Mr. Adams wanted the Attorney 
General and the President’s special counsel to consider blocking the 
Wenzell testimony because of the great concern which has existed for 
better than a year that the Wenzeli-First Boston Corp. participation 
in the Dixon- Yates deal raised serious — of conflict of interest. 

I want to invite Mr. Dixon’s and Mr. James’ attention to the testi- 
mony by Mr. Wenzell and Mr. Linsley, which makes it perfectly clear 
that in “January 1954, in February 1954, in March 1954, and indeed 
even during the early part of April 1954, the only person Mr. Dixon 
had any dealings with who was connected with the First Boston C orp. 
was Mr. Wenzell. Despite this, Mr. Dixon would have us believe that 
when he testified in December 1954, the name Wenzell did not occur 
to him. 

Now, what does the record show in this connection ? 

At transcript 1074 of the equity proceeding, Mr. Dixon testified that 
his discussions with the First Boston Corp. during this early per iod 
in 1954 were with Mr. Duncan Linsley “either directly or indirectly.’ 
Never once in the equity proceedings did Mr. Dixon admit he talked 
with Mr. Wenzell. Could Mr. Dixon have been mistaken about this in 
1954% Is it reasonable to assume that when he was asked this ques- 
tion he did not recall that these conversations had actually been with 
Mr. Wenzell? Is it reasonable to assume that when this question was 
asked he did not recall that earlier that year he had discussed with 
Mr. Wenzell and with his counsel, Mr. James, the problem of possible 
conflict of interest 

If Mr. Dixon had relied during that early period on advice from 
Mr. Linsley and if Mr. Wenzell had been only a “courier” as Mr. 
Dixon put it or “just a messenger boy” as Mr. James put it, why did 
Mr. Dixon take up the question of conflict of interest? In December 
1954 when he was asked with whom did you confer on this matter in 
February 1954 is it reasonable to assume that Mr. Dixon did not recall 
this conflict of interest question ? 

Are we really to believe that Mr. Dixon testified as he did because 
it was Mr. Linsley’s advice he relied upon and Mr. Wenzell was only 
a “courier”? Or is it closer to the truth that he testified as he did 
because there was real concern over the consequences which might flow 
from a revelation of the dual capacity in which Mr. Wenzell ‘served 4 

The failure of Mr. Dixon to mention the name Wenzell when he 
was asked about his conversations with the First Boston Corp. is even 
more startling when one recalls that there was a memorandum with 
Mr. Wenzell’s name in it, but no further identification of this man. Is 
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it possible that Mr. James, Mr. Dixon, and Mr. Adams and everyone 
else concerned with the Dixon-Yates deal were hopeful that no one 
would find out who Mr. Wenzell was and the part he played i in the 
Dixon-Yates matter?. This almost happened. Mr. Wenzell’s name 
was included in the memorandum along with a number of other names 
of employees of the Bureau of the Budget t, and he was almost passed 
off as just another member of the Bureau of the Budget staff. 

When the debt-finanicng proceeding opened before the Securities 
and Exchange Commission, Mr. Dixon—and I say this as my opinion, 
and I do not want to state it as a fact because you dispute it—was 
still hopeful that the facts surrounding Mr. Wenzell would not be 
disclosed. He was again asked with whom he had conferred in the 
First Boston Corp. His answer once again was— 
either directly or indirectly with Mr. Duncan Linsley. (See transcript 121.) 


And he was apparently content to let it go at that. But at transeript 
122, Mr. Dixon was asked— 

Did you discuss the matter with anyone else in the First Boston Corp.? 

Now what was his answer? Did he say: “I talked with Mr. Wenzell.” 
Not at all. What he said was, and I quote— 


I probably did. 


Then he was asked: “With whom?” and once again his answer is 
revealing because he then said this— 
I know a great number of their associates—Mr. Wenzell, of course, was in 1 or 


2 of the early meetings and while I didn’t seek his views on financing he cer- 
tainly was a participant in meetings. 


Note he said— 
Mr. Wenzell was in 1 or 2 of the early meetings. 


Now, Mr. Dixon wants this committee and the public to believa 
that he had nothing to hide and that his testimony was full, complete, 
and candid. If his answers, which I have referred to thus far, do 
not already establish that Wenzell’s participation had to be pulled out 
of him, his later testimony makes this crystal clear. 


Mr. Dixon at transcript 123 of the debt proceeding made this state- 
ment— 


They were not meetings with Mr. Wenzell. They were meetings in which he 
was a participant, almost an observer, I would say. 
Thus, Mr. Dixon deliberately stated that he had had no conversations 
with Mr. Wenzell except as they may have occurred in meetings in 
which Mr. Wenzell was, to use Mr. Dioxn’s words, “almost an 
observer.” 

And then at transcript 272 of the debt proceeding, Mr. Dixon had 
this to say about Mr. Wenzell— 


I understood he was doing some special work for the Bureau of the Budget. I 


did not know its nature and have never known precisely what his assignment 
yas. 


Is it conceivable that Mr. Dixon would be concerned about ques- 
tions of conflict of interest growing out of Mr .Wenzell’s dual capacity 
but not know what he was doing? 

Is it conceivable that it was faulty memory that led Mr. Dixon to 


identify Mr. Linsley as the person in First Boston he talked to in 
February 1954? 
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At transcript 274, Mr. Dixon said— 


I didn’t know what I talked to Mr. Wenzell about. They were casual conver- 
sations. 

But apparently not so casual as not to raise in Mr. Dixon’s mind a 
question of conflict of interest. And, of course, it must be recalled 
that Mr. Linsley testified that he had not heard of Dixon-Yates until 
sometime in March or early April. 

Now Mr. James felt yesterday that I was being unfair when I 
called attention to the glaring conflicts between Mr. Dixon’s testi- 
mony and the testimony of Mr. Wenzell. Let us now turn to Mr. 
Wenzell’s testimony. 

He was brought into this matter by Mr. Hughes on January 14, 
1954. He conferred with Mr. Hughes on January 18, 1954. He 
returned to New York that day and the next day came back to Wash- 
ington for meetings at the Atomic Energy Commission. He brought 
along Mr. Paul Miller of the First Boston Corp. 

He attended meetings at the Atomic Energy Commission and the 
Bureau of the Budget on January 20, 1954. Mr. Dixon was present. 
He testified that he met with Mr. Dixon on February 1, 1954; again 
on either February 13 or 14, 1954; again on February 19. On Febru- 
ary 23, he met with Mr. Dixon and Mr. Yates at the offices of the 
First Boston Corp. to discuss a draft opinion which he had prepared 
in connection with the proposal of February 25. 

He testified that he reviewed the February 25 proposal; that he 
reviewed the April 10 proposal; that he attended meetings in March 
1954—on the 9th of March, the 12th, the 14th, the 16th, and the 23d 
of March—and that in connection with the April 10 proposal he con- 
firmed to Mr. Dixon and Mr. Yates the interest cost. And when he 
was asked if Mr. Dixon knew what he was doing, Mr. Wenzell re- 
sponded: “Yes, sir.” When he was asked: “Did you tell him what 
you were doing?” his answer was, “Yes, sir.” 

Now Mr. James may think there are no glaring conflicts in this 
testimony, but I doubt that any objective person who matched Mr. 
Dixon’s testimony with Mr. Wenzell’s testimony would agree with 
Mr. James. 

We have accorded to all witnesses who have appeared before this 
subcommittee a full opportunity to testify to the facts and make any 
statement they cared to and make any observation with respect to 
their own testimony or to the testimony of others. If Mr. Dixon now 
wants to say that his version of the Wenzell affair is true and Mr. 
Wenzell’s version is false, we would be happy to have his statement. 

Do you, Mr. Dixon, stand on the testimony you and Mr. James gave 
yesterday that Mr. Wenzell—a vice president and director of the First 
Boston Corp.—a man whose report was read by President Eisenhower 
and former Pr esident Hoover—was nothing but a “messenger boy” 
or a “courier,” in connection with your dealings with him? 

Mr. Dixon, if you have anything else you want to say about this, I 
will be glad if you would say it. 

Mr. Dixon. Y es; I have several things I would like to say. 

Senator Krravver. All right, sir. 

Mr. Drxon. In the first place, I obviously am not prepared to com- 
ment on this, paragraph by paragraph, nor make a similar comparison 
of testimony, which is beside the point. I would like to— 
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Senator Krrauver. I will say this. If you want to take your time, 
if you want later to file some memorandum in response to the pages 
that I have pointed out here, we would be glad for you to do so. But 
if you want to make any statement now, you may do that. 

Mr. Drxon. I was going to make a little bit more statement. And 
as to subsequent action, ni iturally, I would like to consult with counsel 
later. 

The hearings before the Securities and Exchange Commission had 
to do with matters of finance, and my understanding of the purport 
of that hearing was to determine the information upon which I relied, 
and that was what I intended and what I think I did convey to the 
Securities and Exchange Commission. 

I very forthrightly told this Commission that I was under a mis- 
apprehension, a careless misapprehension, perhaps 

Senator Krrauver. You mean this committee. You do not mean 
the Commission. 

Mr. Dixon. Thank you for the correction, sir. 

As I testified to this committee very forthrightly and very honestly, 
I believed when I received word from Mr. Wenzell, in Februar y of 
1954, as to the rate of interest First Boston Corp. thought was a 
proper rate of interest at that time, I honestly thought a it was the 
opinion of Mr. Linsley. I did not ask the question. I should have. 
History proves that I jumped to a mistaken conclusion, but I did 
receive, as the record thoroughly shows—I did receive the advice of 
the corporation, the First Boston Corp., and not of Mr. Wenzell as an 
individual. 

The same occurred with respect to our April proposal. My intent 
before the Securities and Exchange Commission was to demonstrate 
that we had taken proper precautions to secure competent advice. 

With respect to the question with which your statement winds up, 
I should like to stand very firmly, sir, on all of the testimony that I 
have given to this committee. Mr. James can speak for himself. 1 
will say, “All of it.” 

Senator Kerauver. Mr. James is not exactly a witness here. 

Mr. Drxon. The question is do I stand “on the testimony you and 
Mr. James gave?” I thought you would rather have it from him. 
But I certainly stand on every piece of testimony I have given to the 
committee, but I want it considered as all of the testimony and not 
isolated pieces. 

Senator Kreravuver. All right, Mr. Dixon. 

Mr. James? 

Mr. James. Senator, I stand firmly on what I said yesterday. I 
would like to point out that throughout this document, which has been 
obviously carefully prepared, the term “conflict of interest” occurs. 
I want to make it especially clear that it was not a question of conflict 
of interest which Mr. Dixon and I considered or which we discussed 
with Mr. Hughes. I did not believe then and I do not believe now 
that there is any conflict of interest in having had Mr. Wenzell in the 
Bureau of the Budget and a member of the First Boston Corp., when 
the only thing that the First Boston Corp. did for the company was to 
conduct negotiations with nongovernmental institutions, banks and 
insurance companies, 

His former position with the Government was of no value or influ- 
ence or help of any kind or nature in connection with dealing with 
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banks and insurance companies, so that the question of conflict was 
not what we were considering. What we were considering was what 
could be made of the fact that he had held that position, as I submit 
to you, it is being made into something right now. 

It was just ex: vetly this kind of proceeding, sir, that we were con- 
cerned about, and it was the unwisdom as a policy matter, not as a legal 
matter, not even as an ethical matter, the unwisdom as a ‘policy matter 
of giving a handle for this kind of fight. That is all that we ever 
considered. 

It is not any conflict of interests. There is none. There was not 
any ; there never has been. } 

Senator Kerauver. Mr. James, in that connection, you are a smart 
lawyer with excellent training. 

Mr. James. Thank you, sir. 

Senator Krravver. You have been in this matter; you know all 
about the conflicts of interest. How would you differentiate what 
happened in this case from the Talbott-Mulligan matter ? 

Mr. James. I am sorry 

Senator Krravver. Well now, let me see if I can draw the parallel, 
and see if you see really any difference. 

Mr. Talbott was a partner with Mulligan in some kind of service 
organization. Of course, they did not have anything to sell except 
their professional services. Mr. Mulligan sought out RCA. I do 
not know if the contract was consummated or not. And Talbott had 
something casually to say about the matter. It was found that there 
was at least some ethical problem involved, and Mr. Talbott resigned. 

In this case, Mr. Wenzell was a vice president and a director of the 
First Boston Corp. They entered into a contract with Dixon- Yates. 
Dixon- Yates is really in the same position as RCA. The First Boston 
is in the same position as Mulligan & Co. Wenzell is in the same 
situation as Talbott. How do you differentiate between them? 

Mr. James. Well, Senator, whether I am entitled to the full extent 
of your encomiums, I do not know, but I am a smart enough lawyer 
not to get drawn into argument about cases in which I am not familiar 
with the record, and I am not going to go into that one. 

Senator Krerauver. Maybe Mr. Dixon would take up the matter. 

Mr. Drxon. No, sir; not me. 

Senator Krerauver. Well, I must say that I cannot see a bit of differ- 
ence, except that I think here the stronger situation, if possible, of a 
conflict of interests was presented. 

In the case of Mr. Talbott, I think his words were, “Why are you 
so high and mighty,” to General Sarnoff, or somebody, with RCA. 
And I do not know whether RCA got the contract. I think in some 
cases maybe the contract between Mulligan and the companies was 
consummated ; maybe in some cases it was “not. 

But here we have Mr. Wenzell, who, for purposes of hypothetical 
illustration, was again preparing figures. He said he was the mouth- 
piece, the only representative on occasions of First Boston in meetings, 
for instance, the meeting in First Boston’s office; not only that, but 
he had warnings about it. It does not show that Mr. Talbott had any 
warnings. I do not think that was brought out. And later on, his 
company got the contract. 

I really do not 
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Mr. James. Without going further than what the record in this 
case shows, Senator, I remember that Mr. Dean pointed out to this 
committee that whereas Mr. Talbott was an officer of the Government, 
Mr. Wenzell was an unpaid consultant to the Bureau of the Budget 
and Mr. Dodge’s testimony shows yesterday that it was on facts only, 
and on nonpolicy matters. 

Senator Krrauver. I do not think you will argue seriously that 
whether a fellow is receiving $20,000 a year or whether he is in there 
on a $10 per diem, it really makes any difference. He was unquestion- 
ably an employee of the Government, and I am not talking about the 
policy matters, whether he did or did not make policy decisions, back 
in 1953. I am talking about what he did in the spring, in January, 
February, March, and April of 1954. 

It would seem to me that this is directly in point. The contrast is 
definitely parallel. The action of the President in two cases has been 
different. In one case he accepted Mr. Talbott’s resignation. In the 
other case he said that he saw nothing—I wish I had the quotation— 
he saw nothing improper or wrong about Mr. Wenzell’s participation. 

I just do not think the President, when he made that statement, could 
have had the cold facts that have been brought out here. But that is 
what he said. 

Well, let us get on. We promised we are going to get finished here 
today. 

There is only one other question about Mr. Wenzell’s testimony I 
wanted to ask about. 

Did I understand you to say, Mr. Dixon, that at the time you asked 
Mr. Wenzell to do this favor for you in getting advice from First Bos- 
ton about interest rates or cost of money, it was when you saw him on 
a plane going to or coming from New York? 

Mr. Dixon. No, sir; I don’t think I said that. 

Senator Kerauver. What was it you said about the plane trip? 

Mr. Drxon. I think that came up in some Securities and Exchange 
Commission proceedings, where I readily agreed that I had seen Wen- 
zell from time to time. I thought I recalled having met him one time, 
on an airplane en route between New York and Washington. 

Senator Kerauver. Was that when you asked him to do this favor 
for you? 

Mr. Drxon. No, sir; I don’t believe it was. 

Senator Kerauver. What did you discuss on this airplane trip? 

Mr. Drxon. I have no idea in the world, sir, other than we un- 
doubtedly discussed whatever the then state of our pone was, and 
I presume we discussed financial conditions generally. I say that only 
because that is what I usually discuss with financial people when I 
meet them anywhere. Financial conditions generally are current 
news. I have no recollection whatever of the conversation, as to con- 
tent. 

Senator Kerauver. At page 268, before the SEC you testified: 


During this February period he was in Washington— 
that is referring to Wenzell— 


I met him on the airplane one day. It was quite by accident, let me say. 
We discussed finances. 

Question. And you discussed the question of whether the type of financing 
that had been arranged for OVEC could be arranged for the arrangement 
that Middle South and Southern intended to submit to AEC? 
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Answer. We discussed what it probably would cost to finance a project 
similar to OVEC, what the debt money would cost. 
Question. And that was in February? 


Answer. Yes. It could have been late January. As a matter of fact, late 
January and February, in that period. 


Then it is not clear whether you are talking about this same trip 


or some other trip over on page 274. You have the record there. 
You were asked, 


That is what we are trying to find out, Mr. Dixon. 
You said: 


I don’t know what I talked to Mr. Wenzell about. ‘They were casual con- 
versations. I am certain on some occasion, maybe on more than one occa- 
sion, I asked him what his views were on money markets. I think I did ask 
him one time if he would seek the views of his associates in New York. I 
think that is how I got my first information in February. I wasn’t relying 
on Mr. Wenzell. I asked him to do a favor for me, would he get in touch with 
his folks, get in touch with the people in New York and find out what their 
view of the market was. There was no mystery about any of this. 

You do not necessarily refer to that being at the time you met him 
on the airplane ? 


Mr. Dixon. No, sir. I think this is completely consistent with what 
I have been telling this committee. 

Senator Krrauver. Just for the record, Mr. Wenzell’s testimony is 
on page 1000 of the hearings before this committee, and I think we 
might read what he said about this airplane trip: 


I think I told him that we were going to have a meeting and point up 
what the interest rate was to be. I am reconstructing that from the fact that 
we had that meeting on the 5th of February. If I was with him on the day 
before, I am sure I must have mentioned that I was going to have a prelim- 
inary meeting and try to get the interest rate on it. And when I got the 


figure that seemed satisfactory to me, I would communicate both with him 
and Mr. Hughes. 


I imagine there must have been a considerable amount of general conver- 
sation if we were together for an hour on the plane, on some of the overall 
problems that had to be confronted and schedules and some discussion as to 
when a proposition would be shaped up and would be ready to be tendered. 
I imagine that would have come up at that stage and some expressions of 
opinion as to what this timetable would have come to. 


I read that, because it is quite apparent from that, Mr. Dixon, 
that Mr. Wenzell had in mind that his conversation on the plane had 
to do with several other matters, except interest rates. 

Mr. Drxon. I think, Senator 

Senator Keravuver. On the overall problems, the schedules, as to 
when a proposition would be shaped up, and what the timetable 
would be. 

Mr. James. I was struck as you read that to me by the number of 
times you read, “I think,” “I am reconstructing that,” “if,” “I must 
have,” “T imagine,” “I imagine.” 

I think it has been perfectly obvious that Mr. Wenzell has con- 
sidered his position in this matter much more important than Mr. 
Dixon has figured that Mr. Wenzell was important in this matter. 

Senator Krravver. It is quite obvious that others have thought he 
was more important in this matter than Mr. Dixon. 


_ Mr. Dixon. Well, I have been consistent throughout. He was never 
important to me. 
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Senator Kerauver. All right. We will go on to some other matters. 

Senator Langer, did you have any questions you wanted to ask 
about Mr. Wenzell’s testimony before we pass on to another subject 
matter ? 

Senator Lancer. I want to ask about some other matters, and not 
about Mr. Wenzell. So you go ahead. 

Senator Krrauver. All right. 

Now, Mr. Dixon, in a memorandum which was put in this record 
by Mr. McDowell, which is an exhibit here, he testified that you and 
he were talking about the matter, and TVA had not gone along on 
the matter with Mississippi Valley Generating Co. That was causing 
some trouble in connection with the proceedings, and that when Gen- 
eral Vogel got to be Chairman, the situation would, I believe, “be 
clearer.” 

When did you meet General Vogel ? 

Mr. Drxon. I have met General ‘Vogel once in my life. He appeared 
at a meeting before the Joint Committee on Atomic Ener gy last 
November. I also was attending those hearings. I had never met 
the general before, and I took the opportunity to go up and intro- 
duce myself. I had never known him before. I have not talked to 
him since. 

Senator Krrauver. To have the record straight, this is exhibit 103, 
and the third paragraph in part says, “He will become a director”— 
well, let us read the third paragraph all together : 

The Board of TVA consists of 3 members elected for 9-year terms. Dr. Harry 
A. Curtis’ term expires May 18, 1953; Dr. Raymond R. Paty’s term, May 18, 
1960; General Vogel, a new designee as Chairman of TVA, has not yet taken 
office. He will become a director and Chairman of the Board on Wednesday, 
September 1, 1954. After that, Mr. Dixon hopes that the position of the TVA 
Board will be cleared. 

What did you mean by that, Mr. Dixon ? 

Mr. James. Senator, I w onder if I could have read back what your 
question was before Mr. Dixon’s last answer. 

Senator Kreravver. I just asked when he had met Mr. Vogel. 

Mr. James. Did you say, “I believe you testified that when Mr. 
Vogel took office, everything would be clearer,” or that Mr. McDowell 
testified ? 

Senator Krerauver. Mr. McDowell’s memorandum said that 

Mr. James. I just wanted to be clear on that. 

Senator Krerauver. Mr. McDowell’s memorandum said that Mr. 
Dixon suggested or said that when General Vogel took office, things 
“would be clearer.” 

Just what did you mean by that? 

Mr. Drxon. As bac ‘kground, Senator, it is and has been for many 
years common practice in our industry to visit the Securities and 
Exchange Commission’s staff, and sometimes Commissioners, rather 
frequently. Our every act, almost, as a public utility holding com- 
pany, is subject to regulation by the Securities and ethene Com- 
mission. The act is a ‘complex one. We have found that it is helpful 
to us, and I believe helpful to the Commission, to have a complete 
interchange of information as it develops from time to time. 

The meeting Mr. McDowell refers to—I do know that I went to see 
him. I have gone to see him from time to time. And whatever the 
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date that he states in his testimony, I will certainly accept. It is clear 
to me 

Senator Krerauver. This is a memorandum of August 31, 1954. 

Mr. Dixon. And is that the date he says I went to see him? 

Senator Kerauver. He says you were there August 29, Monday 
afternoon. 

Mr. Dixon. I will accept that, sir. 

It is perfectly apparent that I had a fond hope that Mr. Vogel, 
as an administration appointee, would have an interest in carrying 
out administration policies. 

Senator Kerauver. Well, the preceding paragraph sets forth, and 
I guess you will agree with this, that there had to be some arrange- 
ment worked out between the TVA and the AEC , or Dixon and Yates, 
before this thing could be consummated ? 

Mr. Drxon. The contract was very specific on that. Our contract 
was with the Atomic Energy Commission, and we had no reason to 
have a contract with TVA. 

Senator Kerauver. But AEC had to have a contract ? 

Mr. Drxon. The AEC was required to make appropriate arrange- 
ments with TVA to accept delivery of the electric power that we were 
to generate, and we were under obligation to deliver that power at 
this designated point. It is obvious that the AEC and the TVA 
had not gotten together then, because they, as I understand it, are not 
together yet on the matter. 

Mr. James. May I interrupt? This is a point of law, Senator, or 
perhaps of fact, but the contract is not with the AEC. It is with the 
United States of America, acting by and through the Atomic Energy 
Commission. It was the United States of America which had com- 
mitted itself that the AEC and the TVA would get together on that. 

Senator Kreravver. We know that these are agencies of the United 
States, but they have their own separate, independent status. 

W ell, just what assurance did you have that the matter was going 
to be clearer when General Vogel took over? 

Mr. Dixon. None at all. I think it said there “a hope,” and 
could not have been more than a hope. I had no inside information, 
I will guarantee that, sir. 

Senator Krerauver. Did you talk with him about it? 

Mr. Dixon. I told you, [ met him one time merely to introduce 
myself on the occasion of a hearing being conducted by the Joint 
Committee on Atomic Energy. I had not—— 

Senator Krerauver. Did you discuss this matter with him? 

Mr. Dixon. No, sir. 

Senator Kerauver. What did you discuss about TVA with him? 

Mr. Drxon. Nothing. 

Senator Kerauver. You just met him? 

Mr. Drxon. I walked up to him at the conclusion of a hearing one 
day. I introduced myself. I said I hoped that some time I might 
have the pleasure of sitting down with him and discussing mutual 
problems. He joined in the hope, and it has never come about. We 
have never had the opportunity to sit down and discuss mutual 
problems. 
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Senator Keravuver. Did anyone else report to you the situation 
with reference to the TVA on General Vogel’s taking office? Did you 
talk with anyone else about this matter in this memorandum ? 

Mr. Dixon. As I understood your 

Senator Kerauver. That is, about the matter that the situation 
was going to be clearer when General Vogel took over? 

Mr. Dixon. Didn’t it say, “I hoped it would be clearer”? 

Senator Kerauver. That you hoped it would be clearer. 

Mr. Drxon. I did. 

Senator Keravuver. Did you talk with anyone else about it? 

Mr. Drxon. I don’t recall that I did. 

Senator Kerauver. You did talk with Mr. McDowell about it? 

Mr. Drxon. Yes. 

Senator Keravuver. Well, did you talk with any of the other TVA 
Board members ¢ 

Mr. Drxon. I have never met either Dr. Paty or Mr. Curtis—is it? 
| have never met either one of them. 

Senator Kerauver. Dr. Curtis; Mr. Curtis. 

Mr. Dixon. Dr. Curtis. 

Senator Krrauver. You know that the TVA operates through a 
board of three? 

Mr. Drxon. Yes, sir. 

Senator Kerauver. And you know that it takes a majority of that 
number to make a policy decision ? 

Mr. Drxon. I understand that is so. 

Senator Kerauver. You knew that two members were against this 
contract, or were very reluctant about it? 

Mr. Dixon. That was reported periodicaiiy in the press, sir. 

Senator Kerauver. How did you hope General Vogel was going to 
make the situation clearer ¢ 

Mr. Dixon. As I say, it was a vain hope in retrospect. But cer- 
tainly as an administration appointee, I would think that his efforts 
would be directed toward advancing administration policy. I under- 
stood administration policy was to enter into a contract if we could 
agree to one, and then perform under the contract. 

Senator Keravuver. I guess you said, “I hoped General Vogel was 
going to persuade the other members of the board.” 

Mr. Drxon. I did not let my thoughts wander as to how Mr. Vogel 
was doing his job. 

Senator Keravcver. It could not be clearer, unless two members of 
the board approved the contract, could it—I said the situation could 
not have well been clearer unless two members of the board, not just 
General Vogel, approved the contract? 

Mr. Drxon. I have no reason to believe that all members of the 
board would not approve the contract. In my opinion it has always 
been a very fair contract, I think very favorable to TVA. It isa 
source of mystery that they did not jump at it. 

Mr. James. Under that I would like to point out, that under the 
Atomic Energy Commission Act of 1954, the Atomic Energy Com- 
mission has authority to enter into contracts for replacement power, 
and there is no requirement that the TVA assent to anything. So I 
think you are raising a legal problem which is at least arguable. 

Senator Kerauver. We could argue with you about that a great 
deal. The Tennessee Valley Authority Act was not amended by the 
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amendment to section 164 of the Atomic Energy Commission. Still 
it is an independent agency. It has to pass on its own contracts. 

Senator Langer, do you have any questions about this? 

Senator Lancer. No. 

Senator Kerauver. That is, the General Vogel matter at this time? 

Senator Lancer. No. 

Senator Kerauver. When did the Mississippi Valley Generating 
Co. become a public utility, Mr. Dixon? 

Mr. Drxon. The Mississippi Valley Generating Co. was incor- 
pe yrated— 

Mr. James. Some time in July. 

Mr. Dixon. My counsel advises me some time in July. It was in- 
corporated under laws of the State of Arkansas, and we had always 
considered that it would be a public utility under the laws of that 
State and subject to regulation by the public service commission. 

Senator Kerauver. We had a copy of the charter here the other day 
that Senator O'Mahoney was examining. Do you have a reference 
there when this application for the charter was filed, Mr. James? 

Mr. James. The best I can do for you, Senator, is to say that it was 
some time in July 1954. 

Senator Kerauver. The contract was signed in the name of the Mis- 
sissippi Valley Generating Co. by you as president, by Mr. Yates as 
some officer, is that not it? 

Mr. James. By the contract, you mean the power contract of No- 
vember 11, 1954? 

Senator Kerauver. Yes; that is right. 

Mr. James. That is correct. 

Mr. Dixon. Signed by E. H. Dixon, president, and approved by 
Nichols. 

Senator Keravuver. Signed by the Mississippi Valley, E. H. Dixon, 
president ? 

Mr. Dixon. Yes, sir. 

Senator Keravuver. And by the United States of America through 
the Atomic Energy Commission, R. W. Cook, as Manager? 

Mr. Drxon. Yes, sir. 

Senator Keravver. So that it became a utility sometime in July, a 
public utility ¢ 

Mr. James. You are asking a legal question there as to which I 
am not prepared right now to give you an answer, because when it 
became a public utility may be a technical matter under a statute 
in Arkansas, and I do not think that I could answer it offhand. I 
think for purposes of 

Senator Kerauver. I was not asking you. 

Mr. James. It is a legal question. 

Senator Kerauver. I was asking Mr. Dixon. 

Mr. James. It became a public utility for purposes of a public 
utility holding company act upon organization. 

Senator Keravver. The negotiations you had during the summer 
and fall of 1954, those were negotiations between the Mississippi Valley 
Generating Co. and the Government through the Atomic Energy 
Commission ? : 

Mr. Drxon. The negotiations were authorized to begin by a letter 
directed to us under date of June 30, 1954. I do not know which 
hats we had on, which days, but there were representatives of Middle 
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South Utilities and the Southern Co., being the two sponsoring 
companies. 

Ultimately, when the corporation, Mississippi Valley Generating 
Co., was perfected, the directors were officers of Middle South and 
Southern. Did I say directors were? And the officers, also, were 
officers of Middle South and Southern. But the same group, it w 
of personnel, that negotiated with the Atomic Energy Commission. 

The corporate papers in November, the contract itself was signed 
in the name of Mississippi Valley Gener ating Co. 

Senator Krerauver. The President and/or t the Director of the Bu- 
reau of the Budget directed the Atomic Energy Commission to nego- 
tiate a contract with the Mississippi Valley Generating Co.; did 
they not? 

Mr. Drxon. Let me see that letter. Just a second, sir. 

I have a letter dated June 30, 1954, on the letterhead—a copy of a 
letter on the letterhead of the United States Atomic Energy Com- 
mission, Washington, D. C. It is addressed to FE. H. Dixon, presi- 
dent, Middle South Utilities, Inc., Mr. James Barry, chairman of 
the executive committee, the Southern Co., and it says: 

GENTLEMEN: As Mr. Cook informally advised Mr. Dixon this date, your 
proposal dated April 10, 1954, offering to furnish 600,000 kilowatts of firm power 
in the Memphis area constitutes a satisfactory basis for negotiation of the 
definitive contract. 

We are ready to begin negotiations. I have designated Mr. R. W. Cook and 


Mr. S. R. Saparie to represent the Atomic Energy Commission in the negotia- 
tions. 


Please advise who has been designated by you, so that arrangements can 

be made for the initial meetings. 
Sincerely yours, 
J. D. NicHois, General Manager. 

Senator Kerauver. What was the date of that letter ? 

Mr. Dixon. June 30. 

Senator Kerauver. Was it after that the Mississippi Valley Gen- 
erating Co. got its charter? 

Mr. Drxon. It was created after that; yes, sir. 

Senator Keravuver. Was it contemplated all during the negotia- 
tions that you were going to have a separate corporation filed in 
which you would have 80 percent interest, that is, Mid-South and 
Southern Co. would have 20 percent interest ? 

Mr. Dixon. We had contemplated the creation of a generating com- 
pany for that purpose. The details of its ownership and capital 
structure and the corporate details evolved from time to time. It 
finally wound up where Middle South Utilities was the owner of 79 
percent of the common stock and Southern Co. 21 percent. 

Senator Keravuver. Yes. And you did not want to merge this, or 

rather consolidate this operation in the balance sheet of the Mid- 
South. You stated that you wanted them separate. 

Mr. Drxon. We preferred not to. It probably would be confusing 
to the investing public. 

Senator Kerauver. Mr. Dixon, I am sure you have some explana- 
tion, but how could you ever act as president of the Mississippi Val- 
ley Generating Co.? 

Mr. Dixon. I was elected to that office, sir. 

Senator Kerauver. You were elected, I know, but how could you 
ever legally act? 
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Mr. Dixon. I thought when I was elected to an office I could 
legally act. My counsel was present. I am sure if I was doing some- 
thing illegal, he would have told me. 

Senator Krerauver. W ell, I mean, how could you legally act with- 
out violating the law ? 

Mr. Dixon. I know of no law that was violated. 

Senator Kreravuver. Does not the Federal Power Commission make 
it unlawful for a person to act as an officer of two public utilities? 

Mr. Drxon. I know there is a requirement of the Federal Power 
Commission that you must file certain papers, rather lengthy papers, 
as a matter of fact. I had to file them, for instance, when I became 
a director of the various subsidiary companies. 

Senator Krrauver. Not just the filing of papers. You must have 
permission of the Federal Power Commission; must you not? 

Mr. Drxon. You have got me in a field of law, sir, and I defer to 
counsel. 

Senator Krerauver. Well, let us just see what companies you were 
a director or an officer of at that time. You have testified previously 
you were an officer, vice president of Electric Energy, Inc. 

Mr. Dixon. Yes, sir. 

Senator Krrauver. You were president of Mid-South Utilities. 

Mr. Drxon. And a director. 

Senator Kerauver. And a director. And director and an officer 
of Arkansas Power & Light. 

Mr. Dixon. No, sir; director only of Arkansas Power & Light; 
Louisiana Power & Light; Mississippi Power & Light; and New Or- 
leans Public Service. 

Senator Keravuver. So you were either a director or an officer of 
some 6 or 7 companies ? 

Mr. Drxon. That is right. 

Senator Krerauver. Where is this Federal Power Commission stat- 
ute? Have you got it there, Mr. James? 

Mr. James. No; I have not the Federal Power Act. 

Senator Keravuver. Does anybody here have the Federal Power 
Commission Act? 

I will go into some other subject matter seg we are looking that up. 
I think that we ought to stay on it while we at it, but in connec- 
tion with the Federal Power Commission, Mr. Dixon, were you aware 
of the fact that their legal staff was highly critical of this contract? 

Mr. Dixon. No, sir. 

Senator Keravuver. Have you found out about it since then? 

Mr. Drxon. I read something in the press about it the other day, 
but I have no details on the subject, sir. 

Senator Keravuver. Congressman Joe Evins brought out the matter 
before a House committee—is that what you read ? 

Mr. Drxon. I did not associate his name, but I just saw a casual 
mention of it, sir. I have been rather busy the last few days, too. 

Senator Kerauver. But Mr. Kuykendall, the Chairman of the Fed- 
eral Power Commission, approved the Dixon-Yates contract in this 
matter; did he not? 

Mr. Dixon. I recall a letter that he wrote saying that in the opinion 
of the Commission, it was a fair and reasonable contract to the Gov- 
ernment. 
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Senator Krravuver. I read his testimony. He did not go into the 
fact that his legal staff was dead-set against it, apparently, and con- 
demned it as an unfair contract. I have here the opinions of members 
of the legal staff of the Federal Power Commission which I think 
should be printed in the appendix of the record. That is by Howard 
Wahrenbrock, Assistant General Counsel, dated August 26, 1954, 
which will be made an exhibit. 

Mr. James. Do you have copies of those, Senator? 

Senator Krravver. I do not have copies. I will pass them down 
to you. 

Mr. James. May I say to you, when I read about that in the press 
the other day, I tried through Mr. Evins’ committee to try to get 
copies and was refused. 

Mr. Currrorp. That will be exhibit 108. 

(The matter referred to was marked “Exhibit 108.”’) 

Mr. Currrorp. It is a memorandum for the Commission from How- 
ard E. Wahrenbrock, Assistant General Counsel, dated August 25, 
1954. 

Senator Krrauver. The second one is dated August 25, 1954, from 
Lambert McAllister. His conclusion, Mr. James, is: 

I have never reviewed a power contract where in each and every provision is 
written in such fashion that one party has an absolute veto right whenever any 
adjustment or change is indicated and no provision is made for the resolving 
of the dispute. The contract gives the impression that the generating company 
dictated the terms and conditions of the contract and either the Atomic Energy 
Commission wax inept or without any right or opportunity to insist on relative 
provisions which would spell out the representative rights and circumstances 
under which an adjustment might be justified and provide for a resolution of 


any differences that might arise through established form of negotiation or 
arbitration. 


The time which has been available for review of the contract, from the stand- 
point of its provisions, has been entirely inadequate. There are many provisions 
of the contract which could be specified in support of the statement that the 
contract is all one-sided, but time would not permit the coordination and dis- 
cussion of all such matters. 

Mr. Drxon. What is the date of that, Senator, if you do not mind? 

Senator Kerauver. August 25, 1954. 

Mr. Dixon. That is a strange thing because the contract is dated 
November 11, 1954. 

Senator Krerauver. I suppose this was in reference to one of the 
earlier drafts, but, anyway 

Mr. James. I do not know Mr. McAllister. 

Senator Krravuver. We are going to have to inquire of Mr. Kuy- 
kendall how he could say that the Federal Power Commission ap- 
proved it and indicated that the legal staff was willing to go along 
with it in view of these opinions, and also the opinion of the head of 
the Law Division, in which he says that he agreed with these provi- 
sions. 

The second document was marked “Exhibit 109.”) 
enator Keravuver. Mr. Dixon, Mr. James, I have here the Federal 
Power Commission Act of June 1, 1953. That is section 305 (b). 

I think that we might read section 305 (a). It does not pertain 
to this matter, but I will read it. It is short. 

It shall be unlawful for any officer or director of any public utility to receive 


for his own benefit, directly or indirectly, any money or thing of value in respect 
of the negotiations, hypothecation, or sale by such public utility of any security 
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issued or to be issued by such public utility, or to share in any proceeds thereof, 
or to participate in the making or paying of any dividends of such public utility 
from any funds properly included in capital account. 

That does not refer to my question. 

Mr. James. Nor to anything, I hope, before this committee. 

Senator Kerauver. Well, I thought that I should read the first two 
sections, and section 305 (b) reads as follows: 

After six months from the date on which this part takes effect, it shall be 
unlawful for any person to hold the position of officer or director of more than 
one public utility or to hold the position of officer or director of a public utility 
and the position of officer or director of any bank, trust company, banking asso- 
ciation, or firm, that is authorized by law to underwrite or participate in the 
marketing of securities of a public utility, or officer or director of any company 
supplying electrical equipment to such public utility, unless the holding of such 
positions shall have been authorized by order of the Commission, upon due 
showing in form and manner prescribed by the Commission, that neither public 
nor private interests will be adversely affected thereby. 

Then the Commission shall not grant any such authorization in respect of such 
position held on the date in which this part takes effect, unless application for 
such authorization is filed with the Commission within sixty days after that 
date (49 Stat. 856). 


Now the pertinent part, leaving out the trust company and the bank- 


ing and the equipment companies, so that we can have it a little clearer, 
is this: 


After six months from the date on which this part takes effect, it shall be 
unlawful for any person to hold the position of officer or director of more than 
one public utility or to hold the position of officer or director of a public utility 
* * * unless the holding of such position shall have been authorized * * * 


and so forth and so on— 
by the Commission. 


Mr. James. May I look at that? 

Senator Keravver. Mr. Dixon, have you secured an authorization 
from the Federal Power Commission to act as a director and president 
and officer of the Mississippi Valley Generating Co. ? 

Mr. Dixon. We filed some applications. I do not believe they have 
been acted on, sir. 

Senator Keravuver. You do not have an order from the Federal 
Power Commission ? 

Mr. Drxon. I do not believe we do. 

Senator Keravuver. I know that you do not. We have examined 
the record. 

What day was the application filed? We had the Federal Power 
Commission record up here yesterday, Mr. Dixon. How do you under- 
take to operate during this time? 

Mr. Drxon. I would rather not prowl around with you in the law 
here. My counsel is here. I think that he ought to answer these legal] 
questions. 

Senator Krerauver. The record shows, and we had the record here 
yesterday, that on March 15, 1955, you filed an application with the 
Federal Power Commission and nothing has been done about it since. 
No order has been issued. 

You were listed as president of the Middle South Utilities; director, 
Arkansas Power & Light, Louisiana, Mississippi, New Orleans; di- 
rector, secretary, and treasurer, Electric Energy, Inc.; vice president, 
Electric Energy, Inc.; and you secured permission to hold more than 
one of these things before you went into it. 
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Mr. James. You are on a legal problem now. May I point out to 
you that the definition of “public utility” in section 201 (e) is as 
follows: 

The term “public utility” when used in this part or in the part next following 
means any person who owns or operates facilities subject to the jurisdiction of 
the Commission under this part. 

Mr. Dixon’s application was filed. The contract itself was subject 
to necessary regulatory approval. And I submit to you that the Mis- 
sissippi Valley Generating Co. never became a “public utility” within 
the meaning of that act. That is why I told you a while ago that 
there was a real technical question as to what constitutes a “public 
utility” under various statutes. 

Senator Krrauver. I can only say that apparently Mr. Dixon 
thought it was a public utility, filed under that section. 

Mr. James. It was to become one. 

Senator Krerauver. He made out an application to the Arkansas 
Public Utility Commission. I understand Mr. Canaday testified there. 
He broke ground. He spent money. He sti sr building a plant, ap- 
parently, as a public utility, but that is not the question. 

The question I wanted to ask Mr. Dixon, How do you feel that you 

‘an negotiate with the Government, act, break ground, get started, and 
a c omply with the Federal Power Commission law ? 

Mr. James. Well now, Senator—— 

Senator Keravver. I am asking Mr. Dixon. 

Mr. Dixon. I never negotiated. 

Mr. James. I submit your premises are not sound. He did not have 
tocomply that time. You have not shown that he did not comply. 

Senator Kerauver. Well, let somebody else figure that out. But 
if Mr. Dixon was not president of the Mississippi Valley Generating 
Co., and the Mississippi Valley Generating Co. was not a public 
utility, then there has been an awful lot of misapprehension about 
what it was. These contracts that you have entered into down there 
in connection with the construction and purchases of land, the pur- 
chase of generators, were they entered into in the name of the Mis- 
sissippi Valley Generating Co. ? 

Mr. Dixon. The land, as I recall, was bought by the Mississippi 
Valley Generating Co. 

I think the major equipment—the major equipment was purchased 
in the name of Ebasco Services, Inc., as agent for the Mississippi 
Valley Generating Co. 

Senator Krrauver. The Mississippi Valley Generating Co. must 
pay the bills, must they not ? 

Mr. Dixon. Certainly expect to. 

Senator Kerauver. And the Government contract entered into, the 
contract with the Atomic Energy Commission, was in the name of the 
Mississippi Valley Generating Co. ? 

Mr. Drxon. No question about it. 

Senator Krravuver. What is the Mississippi Valley Generating Co. 
Mr. Dixon? 

Mr. Dixon. The Mississippi Valley Generating Co. is a corporation 
with a very dim future. 

Senator Keravver. Is it or has it been a utility ? 


9 
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Mr. Dixon. I would have to defer that question to my counsel, sir. 
All corporate actions I have taken, I have taken under his advice. 
And I have no reason to doubt that they were not legally taken. 

Senator Krrauver. Well, did anyone inform you in the Govern- 
ment that Admiral Strauss or Mr. Kuykendall or any of these people 
of the Federal Power Commission, that you could go on and act as 
an officer without complying with this law? 

Mr. Dixon. I do not normally go there for legal opinion. I went 
to Mr. James. 

Senator Kerauver. I just asked you whether any of them gave you 
any exemption from the law. 

Mr. Drxon. No, sir. I never sought an exemption from the law. 

Senator Keravuver. Well then, if you are not authorized to act, or 
you are acting illegally, are you not putting your Mid-South Utility 
in a bad situation / 

Mr. Dixon. I don’t think so. I have great confidence in my lawyer. 
He does not think I am. 

Senator Kerauver. Did you ever discuss this with your lawyer be- 
fore today ? 

Mr. Dixon. This contract ? 

Senator Kerrauver. Yes; about whether you complied with the 
Federal Power Commission Act or not ¢ 

Mr. Dixon. I do not believe I have ever signed a corporate docu- 
ment yet—— 

Senator Kerauver. I say, did you ever? 

Mr. Drxon. Without his knowledge. 

Senator Kerauver. Did you ever discuss it with Mr. James be- 
fore this very morning, as to whether you were in the clear under this 
act / 

Mr. Dixon. We filed the applications with the Federal Power Com- 
mission. ‘ 

Senator Kerauver. I know you filed applications. Did you ever 
discuss with Mr. James until this very morning whether you were in 
fact operating illegally under this act? 

Mr. Dixon. I have never dreamed for a moment, and I do not think 
now I have operated illegally, sir. 

Senator Kerauver. Well then, you are not relying upon the advice 
of your counsel. 

Mr. Dixon. I certainly am. 

Senator Kerauver. You have not talked with him, have you? 

Mr. Dixon. I confer with him when I take corporate actions. 

Senator Krrauver. How did you know that the Federal Power 
Commission was ever going to approve your application ? 

Mr. Dixon. I had no way of knowing whether they would or would 
not. 

Senator Krerauver. Some showing has to be made, and they have 
to pass on it as a Commission. 

Mr. Dixon. May I say in the past I have never had an application 
rejected that I have filed with that Commission for this purpose. 

Senator Kerauver. You know, of course, there is a penalty pro- 
vision in the Federal Power Commission Act; Mr. James knows that 

Mr. Drxon. I rely on Mr. James to keep me out of legal difficulties. 

Senator Kreravuver. Let us cite Mr. James that information in case 
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he decides to refer to it. There is a forfeiture provision, section 315 

(a) and there is section 316 (a) which states: 
Any person who does not comply— 

it says— 

with these acts shall upon conviction be punished by a fine of not more than 

$5,000 or by imprisonment for not more than 2 years or both. 

So this is a serious matter. 

Mr. Dixon. That is why I employed such competent counsel, so that 
I do not fail to comply with all legal requirements, sir. 

Mr. James. I know about that. I am not scared. 

Senator Kerauver. You do not seem to be scared about anything, Mr. 
James. You are a very brave man. Why are you not scared, Mr. 
James? 

Mr. James. Because we have not violated any law. 

Senator Krrauver. All right. I suppose, Mr. James, you are fa- 
miliar with the doctrine of ultra vires; that is, a corporation acting 
beyond the ability of its officers, are you not ¢ 

Mr. JAmes. Sure. Beyond the corporate powers. 

Senator Kerauver. All right, yes. And when the officers act beyond 
their legal powers. 

Mr. James. They may be de facto officers even in that situation, but 
that was not our situation. We had valid officers. 

Senator Kerauver. Now, Mr. Dixon, I do not think it is proper— 
I am not going to ask you for the details of what sort of claim you 
are making now, a claim against the Government—you are making 
a claim against the Government ? 

Mr. Drxon. We are anticipating negotiating a termination with the 
Government. 

Senator Keravuver. Is it under any particular section of the contract, 
or do you want to say ? 

Mr. Drxon. I think, my understanding is that the termination 
sections of the contract are not completely sufficient for the cireum- 
stances we find ourselves in. I do not foresee any difficulties of the 
United States and the Mississippi Valley to come to any amicable 
agreement. 

Senator Keravver. Are you conducting the negotiations ? 

Mr. Dixon. They are not being conducted at the moment. We had 
a letter from the Atomic Energy Commission yesterday indicating 


a desire to institute early negotiations and, of course, that is our aim, 
too. 


Senator Keravuver. You said 

Mr. Dixon. Pardon me, sir. I am reminded we received that letter 
Monday, rather than yesterday. 

Senator Keravuver. You said that you had been advised that the 
situation was such that something else had to be done in connection 
with the negotiations. You mean, they suggested legislation that 
the Atomic Energy Commission has sent up to the Congress, to the 
Joint Committee ? 

Mr. Dixon. I am not familiar with what they sent up, but the can- 
cellation provision per se contemplated cancellation. And please 
bear with me, these are not precise quotes. In the event that the power 
needs of the Atomic Energy Commission should decline, I think there 
was a further provision that in that event the power should be first 
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offered to the Tennessee Valley Authority. Obviously, that situation 
does not now obtain. Obviously, I see no difficulty whereby Missis- 
sippi Valley Generating Co. would thwart the expressed, publicly 
expressed desires of the President of the United States to terminate 
the arrangement. 

Senator Keravuver. I think for the record that we ought to have 
printed in the appendix the recent communication from the Atomic 
Energy Commission to the Joint Committee, in which additional leg- 
islation in connection with the termination and what-not has been 
brought up. It has been recommended by the Atomic Energy Com- 
mission. 

Mr. Dixon. I would like to see that myself. 

(The material referred to is as follows :) 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., July 30, 1955. 
Hon. CLINTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 

DEAR SENATOR ANDERSON: At Acting Chairman Libby’s request, I am writing 
you to confirm his conversation with you this morning relative to our receipt of 
the opinion of the Deputy Comptroller General on the Mississippi Valley Gener- 
ating Co. contract, a copy of which is enclosed. 

Chairman Strauss and Commissioner von Neumann are unavailable at this 
time. However, Commissioner Murray, Acting Chairman Libby, and I are of the 
view that the opinion reinforces the Commission’s previous position as to the 
desirability of legislative authority to exercise recapture. 

We therefore respectfully urge that, if it is at all feasible to secure such legis- 
lation in this session of Congress, the JCAE reconsider the Commission’s request 
on this subject. 

Sincerely yours, 
K. E. FIELDs, General Manager. 

One Enclosure. Opinion B—120188 dated July 29, 1955. 


AN ACT To authorize the Atomic Energy Commission to bring to an end the relationship 
——— the Atomic Energy Commission and the Mississippi Valley Generating 
ompany. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That it is the purpose of the Congress by this 
Act to assure that the Atomic Energy Commission has the necessary appropria- 
tions to bring to an end the relationship between the Atomic Energy Commission 
and Mississippi Valley Generating Company established in a certain document 
dated November 11, 1954, and identified as Contract No. AT-(49-1)-814, amd 
other documents related thereto. The Congress by this Act does not declare 
or acknowledge that such relationship or any or all of such documents constitute 
a valid and enforceable obligation of the United States or of the Atomic Energy 
Commission. 

Sec. 2. The Atomic Energy Commission is authorized, with funds presently 
available or hereafter made available to it, to acquire all right, title, and interest 
of Mississippi Valley Generating Company in and to any or all real property and 
interests therein, together with any or all improvements and appurtenances 
thereto, that may have been heretofore required by Mississippi Valley Generating 
Company for the purpose of fulfilling its contemplated obligations to the Com- 
mission under the arangements referred to in section 1 hereof. 


Senator Kerauver. Of course, you have two parts of your contract, 
8.22 and 8.15, reference to obligations of the parties. I do not want 
to ask you about the details of those. 

Would you tell us, Mr. Dixon, the general nature of the elements of 
damage that goes into your claim ? 

Mr. Drxon. They will be elements of costs, sir. We have contracted 
for the purchase of various kinds of equipment. 
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Senator Kerauver. While you are on that, you mean steam gener- 
ating facilities ? 

Mr. Drxon. Generating facilities, turbines, boilers, blowers, large 
electrical equipment, switch gear—all of the things, the major ‘things 
that go into a powerplant. 

Senator Krerauver. Those are very large generating facilities, I 
guess. 

Mr. Dixon. Yes, sir; they were to be. 

Senator Krrauver. Who did you contract with for them? 

Mr. Drxon. Westinghouse were to provide the generators. Bab- 
cock & Wilcox were to provide the boilers. 

Senator Kerauver. Babcock & Wilcox? 

Mr. Dixon. Babcock & Wilcox. 

Senator Keravuver. They are in Pittsburgh, are they not? 

Senator Lancer. In New York. 

Senator Kerauver. They are in New York. 

Mr. Dixon. That is right. 

Senator Krrauver. When did you place orders with Westinghouse ? 

Mr. Dixon. We made tentative inquiries some months ago. 

Senator Kerauver. Well, about when ? 

Mr. Dixon. Well, let me make this distinction, sir: We did not 
place orders per se. They were not commitments in the sense that 
we had any obligation. Those obligations—those commitments were 
firmed up following effective date of the contract. 

Senator Kerauver. You mean 

Mr. Dixon. December 17, 1954. 

Senator Krerauver. Well, what were these tentative inquiries that 
you made? 

Mr. Dixon. We made these about the summer of 1954. You un- 
derstand, Senator, that the sponsoring companies had obligated them- 
selves under the proposal for a very, very large sum of money on a 
fixed contract. It was only prudent. on our part to make inquiries 
for the major electrical and other pieces of equipment. We found 
the manufacturers most cooperative in their willingness to accept 
orders on an agreed basis, subject to cancellation or subject to firming 
up, let me put it that way, but no money obligation on our part until 
later confirmed. 

Senator Kerauver. Until after December 14? 

Mr. Drxon. We obligated the company for no money on equipment 
until after we had the effective contract. 

Senator Krerauver. That was December 17, 1954? 

Mr. Dixon. Yes, sir. 

Senator Kerauver. How does the contract become effective when the 
SEC equity and debt proceeding has not been consummated ? 

Mr. Drxon. That was not a factor in itself. 

Senator Krrauver. Under 8.22, under section 8.22, certain things 
had occurred which made the contract effective ? 

Mr. Drxon. I think the thing, the final document that made it effec- 
tive, was an opinion from the General Accounting Office that was 
received on December 17, 1954. 

Senator Kerauver. Then when you bought your land before that 
time, you did, did you not, Mr. Dixon—I saw your and Mr. Yates’ 
picture down there a long time ago. 
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Mr. Drxon. Not too long ago. Mr. Yates was not ever there until 
June 1955. 

Senator Keravuver. It was your picture, that is right. 

Mr. Dixon. And no hip boots. 

Senator Keravuver. Boots and all. 

Mr. Dixon. No boots. 

Senator Keravuver. No boots? 

Mr. Dixon. No. Mr. Canaday has been conferring with me, has 
refreshed my recollection. We had options on the land, sir, that we 
did not exercise until after the effective date of the contract. 

Senator Kerauver. What was the date of your option that you 
signed up? 

Mr. Drxon. We had gotten them some time last summer, and we 
had to extend them from time to time. 

Senator Kerauver. And you exercised your option with Mr. Cox? 

Mr. Dixon. After the effective date of the contract, with Mr. Cox 
and with others. 

Senator Kerauver. Cox and others? 

Mr. Dixon. There were several parcels. 

Senator Keravuver. Well then, this termination—in this termina- 
tion claim against the Government, are we going to have claims for 
golden shovels, barbecues ? 

Mr. Drxon. I will personally pay for every golden shovel we used. 

Senator Krrauver. Is that going to be on Mid South or on Edgar 
Dixon personally 4 

Mr. Dixon. If you can find a single gold shovel that was ever used, 
I will buy it personally. 

Senator Krerauver. Well, there was a whole lot in the paper about 
golden shovels. Was it not gold—what was it? 

Mr. Dixon. It is wonderful what you can do with bronze paint. 

Senator Kerauver. So they really were not gold? 

Mr. Dixon. No, sir ; we never represented them to be gold. They 
were pretty, though. 

Senator Kerauver. Whose idea was it to call them golden shovels? 

Mr. Dixon. I imagine the newspaper reporters. 

Senator Kerauver. Did they look like they were gold? 

Mr. Dixon. Not to me, they did not. 

Senator Kerauver. You know gold when you see it? 

Mr. Dixon. I see so little of it, I could be fooled. 

Senator Krerauver. How about the big barbecue, was that on Mr. 
Dixon or was that on Mid South—who was that on? 

Mr. Dixon. I suspect that would be on Middle South Utilities and 
the Southern Co. And let me say, the local citizens put up a good 
deal of that money. 

Senator Krerauver. But the main part of it was on Mid South and 
the Southern Co. ? 

Mr. Dixon. I have not seen the final accounting, but the citizens of 
West Memphis raised a substantial sum of money for that party. 
They were very anxious to have that party. They were very coopera- 
tive. 

Senator Keravuver. I suppose part of your claim is Mr. James’ 
iegal fees? 

Mr. Dixon. They certainly will be. 
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Mr. James. I hope so, sir. 

Senator Krerauver. Well, you have been around a long time, Mr. 
James. 

Mr. James. Yes, it has been a long time. 

Senator Kerauver. And you had a couple of public-relation firms? 

Mr. Drxon. I did not. 1 had one public relations consultant who 
has never been on the payroll of the Mississippi Valley Generating Co., 
and none of whose charges will be charged against Mississippi Valley 
Generating Co. He was advising Middle South Utilities. 

Senator Keravuver. Is there any secret about who he is? 

Mr. Dixon. No, sir. His name is Shirley Smith. I think his firm 
is Shirley Smith Associates, Memphis, Tenn. 

Senator Keravuver. And did not Mississippi Valley Generating Co. 
have a public relations firm ? 

Mr. Drxon. No, sir. 

Senator Krerauver. Never had employed one? 

Mr. Dixon. No, sir. 

Senator Keravuver. Mr. Shirley Smith did that for Mid South: or 
Arkansas Power & Light? 

Mr. Dixon. The services of Mr. Shirley Smith were for Middle 
South Utilities and Middle South Utilities paid him for his services. 

Senator Kerauver. Well now, Mr. Dixon, when you were spending 
money in a big way, placing these big orders, buying expensive land, 
were not you doing so at your own peril, when you did not have 
authority to act here? 

Mr. Drxon. No, sir. 

Senator Kerauver. Under the Federal Power Commission Act? 

Mr. Drxon. Not in my opinion, we did not. We had an effective 
binding contract with the United States Government. That is a very 
good contract, to my mind. 

Senator Kerauver. But you have to comply with the law, do you 
not ? 

Mr. Drxon. Yes, sir; and we did. 

Mr. James. May we make it clear on the record that we disagree 
with your premise 100 percent that we were not complying with the 
law. 

Senator Keravver. I understand you disagree, but Mr. Dixon says 
he never consulted with you about whether he complied or not until 
this very morning. 

Mr. James. We were living together. I knew everything he was 
doing on this deal. And if he had to do something to comply with the 
Federal Power Commission Act, I would have advised him. 

Senator Kerauver. Our counsel questioned Mr. Wenzell and he 
said he was living with Mr. Dixon the early part of the year. Now 
you are living with him. 

Mr. Drxon. I will readily agree Mr. James lived with me. I never 
lived either remotely or otherwise with Mr. Wenzell. 

Senator Kerauver. You deny Mr. Wenzell was right, that he lived 
with you? 

Mr. Drxon. He sure did not. 

Senator Keravuver. All right, then. Mr. Dixon, were you not risk- 
ing a great deal in ordering these things, at your peril, buying land 
at your peril, when you had never secured final approval from the 
SEC of your financing? 
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Mr. Drxon. I did not think so. 

Mr. James. You mean the debt financing? 

Senator Kerauver. I am talking about the equity financing. 

Mr. Dixon. That was approved ‘by the SEC. 

Senator Keravver. It 1s on appeal i in the court of appeals. 

Mr. Dixon. Yes, sir; but the SEC issued its order and approved it. 

Senator Kerauver. What if the court of appeals overrules the SEC 
under section 10 (c) (2) ? 

Mr. Dixon. We will have to explore that situation when and if it 
ever occurs. 

Senator Kerauver. Well, if the court of appeals, under section 
10 (c) (2), overrules the debt financing order of the SEC, that is, 
the matter whether the Southern Co. can operate over in that section, 
then this whole contract is out of the window, is it not? 

Mr. Dixon. I do not think so. 

Senator Krerauver. Have you not got to have their final approval, 
that is, of the SEC equity financing, before you can proceed ? 

Mr. Drxon. I reply very glumly “not now, we do not. We would 
not have any use for debt security. 

Senator Krravuver. Of the equity security, you have spent a lot of 
your equity money ? 

Mr. Dixon. We spent some of it. 

Senator Kerauver. Have you not? 

Mr. Dixon. Yes. 

Senator Kerauver. What if the court of appeals and the Supreme 
Sourt overrules the SEC in their approval of your equity financing? 

Mr. Dixon. I will face that situation if it occurs. 

Senator Kerauver. Have you any assurance that is not going to 
happen ¢ 

Mr. Dixon. No, sir. 

Senator Kerauver. How can the SEC issue its final order when an 
appeal was made; do you know ? 

Mr. James. Senator Kefauver, you cannot take an appeal until you 
have a final order. You are aware of that. 

Senator Krerauver. What I mean is, how did the SEC happen to let 
you go on and take down your equity money in the face of an appeal? 

Mr. James. That again, sir, is a legal question. The answer to 
that—— 

Senator Kerauver. Maybe Mr. Dixon 

Mr. James. Under the Holding Company Act, unless a stay is 
issued, the order is operative. 

Senator Krrauver. Maybe Mr. Dixon has some idea about this. 
Were you not concerned, Mr. Dixon, with spending all of this money 
when you found out that this SEC order was being appealed and a 
reversal might upset the applecart ? 

Mr. Drxon. No, sir; I thought we had an extremely good case. 

Senator Kerauver. You were willing to take a chance? 

Mr. Dixon. Yes, sir. It is a business decision. 

Senator Krravuver. And you could not go ahead with this entire 
matter until you got some approval of the spending. You could not 
go ahead with the construction of the plant on just your $514 mil- 
lion, which was the equity money, because that would not pay for much 
of it. You had to get your bonding provision approved, too, before 
you got along very far, did you not ? 
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Mr. Dixon. That is right. 

Senator Krerauver. Well, how about going ahead when you do not 
have your bonding? 

Mr. Dixon. We were still operating within the equity money. We 
had not yet arrived at the point where we had need of the proceeds 
from the debt financing. 

Senator Kerauver. Well, suppose you used up your five and one- 
half million equity money, and then your bonding financing was 
turned down by the SEC ? 

Mr. Dixon. I would have had to quit. 

Senator Kerauver. You would have had to quit 4 

Mr. Drxon. Until I had gotten bond financing. 

Senator Kerauver. Was that not a very great risk to take? 

Mr. Dixon. We did not think so. 

Senator Kerauver. Why did you not think so? 

Mr. Dixon. We had an order from the Arkansas Public Service 
Commission authorizing the issuance of the securities. And again 
I defer to Mr. James as to the law, but from the practical aspect, the 
Securities and Exchange Commission, I think then limits its decision 
as to what do they call them—what does the SEC do—they review the 
financing and 

Senator Kerauver. Well, the SEC 

Mr. Dixon. The SEC reviews itself to see whether in their opinion 
any conditions should be attached. 

Senator Kerauver. What was that? 

Mr. Drxon. The SEC reviews itself to see whether in their opinion 
any conditions should be attached. 

Senator Kerauver. You mean—do you mean that the only jurisdic- 
tion that the SEC has in approval of bond financing is to review it and 
see whether any conditions should be attached—is that your under- 
standing ? 

Mr. Dixon. That is quite a thorough review, because if they attach 
conditions that were so onerous that we could not comply with them, 
we would be in a pretty sorry fix. 

Senator Krravuver. Well, of course. I think that we will have a 
recess for about 5 or 6 minutes, and then we will finish up here this 
morning. How will that be? 

Mr. Drxon. Yes, fine. 

( A short recess was then taken.) 

Senator Kerauver. Mr. Dixon, when we recessed a few minutes 
ago, we were talking about the bond financing, and whether you were 
running a risk in placing these right after the contract was signed 
back in December of 1954, with no approval of the bond financing. 
You said you thought that all the SEC did in a bond financing was to 
write some conditions, if anything, after the matter had been approved 
by the Arkansas Utilities Commission. 

Mr. Drxon. I do not think I said that. I certainly did not mean to 
convey that impression. We must make a very thorough filing with 
the SEC. They have full and complete public hearings. They review 
the matter meticulously. But again I wish my lawyer would use the 
legal words that he uses so much better than I do. 

I think there is a relation to a situation where a public utility com- 
mission of a State has previously authorized the issuance of certain 
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securities. Their function is somewhat different there than when 
there is an absence of such action by a local State commission. 

Senator Kerauver. Of course, under the Holding Company Act— 
and you have had a lot of experience with this—there are many issues 
brought up which are not brought up before State regulatory bodies, 
because the purposes of the regulatory body of the State and of the 
National Holding Act are different. 

Mr. Dixon. Yes, sir. Some regulatory agencies take jurisdiction 
on issuance of securities and some do not. 

Senator Krrauver. For instance, in the Holding Company Act we 
have section 10 (c) (2), which is supposed to prevent one utility from 
getting into the service area of another—getting out of its service area, 
which was the problem that was brought up in connection with the 
Southern Co. in the proceedings before the SEC—you knew about 
that. 

Mr. Dixon. Was not that settled, sir, in the equity financing situ- 
ation ? 

Senator KEravver. a was—anyway, it was an issue before the SEC. 

Mr. Dixon. Yes, sir, but I think that was determined in the earlier 
proceeding. 

Senator Krravver. But, in any event, Mr. Dixon, the bond inden- 
tures to the insurance companies had a provision that none of the 
bond money could be turned over until all of the appeals were settled 
in connection with the SEC. 

Mr. JAmes. No, sir; I do not think that was the provision, Senator. 

Senator Kerauver. What was it, Mr. James? 

Mr. James. I think they had an out, if they wanted to exercise it, 
in the event that there were appeals from any material litigation. 
The question would have come up in the future as to whether or not 
there was material litigation pending. And the insurance compa- 
nies would have to make an estimate of how serious it was and de- 
termine whether or not they wanted to go ahead and advance money. 

Senator Kerauver. What I meant by that was that they were not 
obligated to advance any money under the bonding agreements, as 
long as any appeals were pending or until the time for the appeals 
had run out, unless they wanted to. 

Mr. James. That is right. They were not unconditionally obli- 
gated so long as there was any m: aterial litigation pending. 

Senator Kerauver. Then, Mr. Dixon, knowing the State of Ten- 
nessee had appealed the equity decision, the bond hearing before the 
SEC had not been completed, the matter has not been argued before 
the Commission, I assume that you thought there was a good likeli- 
hood that any appeal would be taken from the bond decision by the 
State of Tennessee as it had appealed the equity proceeding. Were 
you not running a very great risk in going ahead just on your own / 

Mr. Dixon. We in business are faced with the nec cessity of making 
business decisions every day, Senator. I had some other problems to 
deal with. 

I had a contract with the United States Government which I un- 
dertook to use my best efforts to have unit No. 1 in oper: ation by Augus' 


of 1957; unit No. 2 by October of 1957; and unit No. 3 by December of 
1957. 


65950—56—pt. 2 
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We had already lost a very considerable amount of time. We had 
a fixed contract, a fixed price, where the penalties against us were 
quite severe if we overran our estimates. And I had to choose in 
company with our partners, the Southern Co., what the wise course 
was with all of those problems in mind. 

Senator Kerauver. But Mr. Dixon 

Mr. Drxon. Let me say, the serious decision, going ahead with con- 
struction, could well have put us in position where overtime, double, 
triple shifts, whatever you must do, the attendant confusion and ex- 
pense, would be very, very burdensome. We had to weigh what we 
felt were the possibilities of successful appeal. 

Senator Keravuver. But you were not obligated 

Mr. Dixon. You have got to walk down the road and do the thing 
that you think is best in the interest of your security holders. And 
you must, of course, observe your contractual obligations. 

Senator Kerauver. Were you not obligated to start under section 
8.15% 

Mr. Dixon. Obligated to finish if we could. 

Senator Krravuver. The obligation of the parties are conditioned 
on approval by the regulatory agencies. 

Mr. Dixon. We had an obligation to get through, though. 

Senator Kerauver. You were not obligated to do anything under 
the contract until there was final approval by the SEC. 

Mr. Dixon. I still say that we had an obligation to get done. 

Senator Kerauver. But your obligation did not start until the 
matter was finally approved by the regulatory agencies under section 
8.15 of your contract. 

Mr. Dixon. I think the obligation of both parties started when the 
contract became effective. 

Senator Krerauver. Well, let me read the first part of section 8.15 
here: 








The obligations of the parties hereunder shall be subject to the following (1) 
receipt of all regulatory approvals 
and so forth and so on. 

But, in any event, you were going ahead and you were doing so at 
the urging of the Atomic F wnergy Commission, Admiral Strauss ? 

Mr. DIxon. No, sir. That was our own decision. 

Senator Kerauver. They were not trying to get you to act quickly 
and start construction ? 

Mr. Dixon. No, sir, it was our money involved. It was our decision 
to make, and we made it. 

Senator Krravuver. Well, they did file applications to expedite the 
building of the generators and what not; did they not? 

Mr. Drxon. If they did that, I do not know about it. There is a 
provision in the contract, as I recall it, that if required, they would use 
their best efforts to aid in the expedition of equipment. It so hap- 
pened that we never needed any aid. 

Senator Krravuver. Well, they did file some applications, did they 
not, to aid in the expedition of the equipment? Does Mr. Canaday 
know? He was down there 72 times. 

Mr. Drxon. Yes, sir. If you do not mind, he can answer this more 
expertly than I can. 
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Mr. Canapay. I believe there was one application actually filed in 
connection with securing some steel. I am not sure of any other appli- 

cation, although it is possible that there was another one or so. 

Senator Keravver. Well, Mr. Dixon, notwithstanding the fact that 
the equity thing was on appeal, and the bond decision of the SEC on 
the bonds had not been made, you were placing big orders and spending 
a substantial amount of your equity money, and you were willing to 
do this so you must have felt pretty certain about your final outcome 
of your equity proceeding and your bond proc eeding; did you not? 

Mr. Dixon. I think the urgency was the effectiveness of the contract. 
I had an obligation to build and get into operation by October 15 a 
unit in the steam electric plant. I had to weigh all the risks attendant 
to fulfillment of that contract. 

Senator Kerauver. Well, my point is 

Mr. Dixon. We do it with the expectation of the contractual obli- 
gation. 

Senator Kerauver. My point is that if you had a very serious doubt 
as to how these SEC matters were going to come out, you would not 
have risked your stockholders’ money vif you had had a serious doubt 
as to what the result was going to be, ‘would you? 

Mr. Dixon. We had the equity financing approved by the SEC 
before we spent any substantial amount of money. 

Senator Kerauver. Anyway, that was still on appeal? 

Mr. Drxon. It has subsequently been appealed. 

Senator Kerauver. Yes. So you did feel pretty sure about it? 

Mr. Dixon. We felt we had an extremely good case. 

Senator Krrauver. Who did you talk with, outside of Mr. James, 
about feeling pretty secure about it? 

Mr. Dixon. Mr. James; he i is my lawyer. 

Senator Kerauver. You went down and talked to Mr. Armstrong 
about it, did you not? 

Mr. Dixon. No, sir; not about a court case. 

Senator Keravuver. Well, about expediting the whole matter. 

Mr. Dixon. I went to see Mr. Armstrong in this relation, sir—as 
I point out, it is common practice in our business over the years to 
consult frequently and informally with the Securities and Exchange 
Commission. 

Senator Kerauver. Not with the Commissioners, is it? 

Mr. Dixon. Yes, sir; we visit them periodically, not nearly so often 
as we visit with the staff. We find it is helpful to them to know 
what the background of certain problems are. We have never sought 
any special favors. We have never gotten any special favors. 

But in this instance, I was very disturbed. The hearings for the 
debt financing had originally been set, for, let us say, the middle of 
May—May 15 or 16. “Subsequently, it developed there came a con- 
flict as between hearing appeals before the circuit court of appeals 
in this district, and going i with the debt financing. The deci- 
sion was to go ahead in the courts. And it made me extremely un- 
happy as a businessman. I would have preferred to go ahead with 
the hearings before the SEC, so that that work would be progressing, 
and so that it might make available to me the proceeds of my debt 
fins +" ing at an earlier date. 

I did not want to run out of money. I did not want to stop this job 
down there. 
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I went to Mr. Armstrong when this change had oe made with 
the purpose of familiarizing him with my problem. I did not seek 
any special favors. I asked ‘if he would see that all proper procedural 
methods would be employed that would expedite this proceeding. 

Senator Krrauver. How many times did you go to see Mr. ‘Arm- 
strong about the Dixon-Yates financing? 

Mr. Dixon. I think only once. 

Senator Krrauver. How many times did you see Mr. Demmler? 

Mr. Dixon. I do not think I saw Mr. Demmler. 

Senator Kerauver. Think hard. Do you want to state positively 
that you did not see Mr. Demmler? 

Mr. Dixon. I would not state positively. As I say, we are in and 
out of the SEC on matters, We had financing of our own all during 
this period. If I saw Mr. Demmler and, perhaps, I did—no doubt 
I discussed whatever the current state of our Dixon-Yates situation 
was. 

Senator Kerauver. Mr. Dixon, when a case is being contested and 
you discuss matters about the pending case, cases coming up with the 
Commissioners, how can the other side know what was dise ‘ussed, 
know what representations were made so as to be in a position to 
combat it? 

Mr. Dixon. Well, that is clear; I did not discuss with them a pend- 
ing appeal. Let us keep this clear. The SEC had already fune- 
tioned on our equity financing. The order had been issued. 

The State of Tennessee and others had chosen to appeal it subse- 
quently, and they did. 

I had a second series of proceedings; my debt financing. 

During the interval between the equity financing and the hearings 
on the debt finance ing were very long and arduous negotiations with 
the lenders. They fins lly became « omplet ted. We filed our papers. 

I see certainly nothing improper of going to the SEC, keeping them 
current as to our progress, as to when they might expect the filing. 
And in this instance, I made it clear to Mr. Armstrong to use what- 
ever proper procedural methods he might employ to expedite the 
matter. 

Senator Kerauver. Mr. Armstrong says he tried to find out how 
much equity in money you were going to use down there before you 
got your final debt approval, before it was acted on, and you would 
not tell him iss clearly. 

Mr. Drxon. I do not think I have ever refused to answer questions 
of anybody. This was the situation, though. I will be glad to tell 
you. We had a provision with our lenders whereby we “could take 
down equity, and this is assuming all barriers had been cleared, we 
had final orders from the SEC, and no legal complications. We had a 
provision whereby we could have taken down one-twentieth of our 
equity money, and then take down one-twentieth of our debt money- 
equity-debt. 

The desire in that was to minimize the cost of the plant—minimize 
what we call interest during construction. 

That was beneficial to us. It was beneficial to the United States 
Government. 

It became obvious to us as the situation prolonged itself that we 
could not get along on our first, or, we probably could not get along 
on our first $1,100,000 that we employed. And our job was to under- 
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take to see how far we could go along if, within the limitations of our 
overall $5.5 million of equity, whether we chose to do it. Ultimately, 
we never had to make that decision. 

Senator Krravuver. Did you have to pay these people you placed 
your contracts with anything down, Babcock & Wilcox, and West- 
inghouse—did you have to m: ake any downpayment ? 

Mr. Dixon. No, sir: and we had no commitments to them until after 
the effective date of our contract. 

Senator Keravver. On December 17, 1954—— 

Mr. Dixon. We had no obligations until after that date. 

Senator Keravver. Did you then immediately make commitments 
with them ¢ 

Mr. Dixon. No, sir. There again I think we acted in the best in- 
terests of the Government. We had a construction schedule. Obvi- 
ously, we needed unit No. 1 delivered earlier than unit No. 2. So we 
first released unit No. 1. We went along until the critical date. We 
released unit No. 2. 

Senator Keravver. I do not want to get into the release of the 
units. I just wanted to know this. I asked if you put any money 
down when you made your final commitments. 

Mr. Dixon. The answer is “No.” 

Senator Keravver. But you did make final commitments in Decem- 
ber of 1954? 

Mr. Dixon. No; I think we made the final commitments later than 
that. 

Senator Kerauver. When did you —_ them / 

Mr. Dixon. I would have to check. I do not have those dates here. 

Senator Keravuver. Well, you said right after the contract was 
finally signed you made commitments. 

Mr. Dixon. I did not say “right after”—I said “after”—I said, 
the records will show, when we released. Releasing, that word is im- 
portant, because we had no obligation to the vendor until we gave 
them that release. 

Senator Krrauver. Maybe Mr. Canaday has more detailed informa- 
tion. Did you make final commitments with the suppliers in 1954, 
Mr. Canaday / 

Mr. Canapay. The way I understand this operates, and I did not 
actually handle the orders, but I believe this to be correct, that the 
commitments for the equipment were made in 1954, subject to being 
‘canceled without cost up until specified dates for their release for 
manufacture. From time to time, I think on at least two or three 
occasions, these release dates were extended as they had been set, and 
it was not until after December 17, 1954, that any of the major equip- 
ment was released for production. 

Senator Krrauver. Well, was some of the equipment released for 
production in 1954? 

Mr. Canapay. Not to my knowledge, sir. I am quite sure it was 
not. 

Senator Kerauver. Well, in December 1954 you did finally execute 
your option for the land out in Arkansas? 

Mr. Dixon. I think that was exercised along about February. We 
had a period going up to February, March, in there somewhere, in 
1955, and it was in the spring or late winter, early spring, of 1955 
that we exercised those. 
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Senator Kerauver. Well, did you get yourself financially obligated 
with the equipment company or with the person you were buying land 
from, and in other ways during December of 1954 and January of 
1955 ? 

Mr. Dixon. I would have to check the records on that, Senator. I 
think in no material way. These larger charges came along later— 
the large commitments. 

Senator Krrauver. But there were some final commitments made 
during that time ¢ 

Mr. Dixon. I would have to check. 

Senator Kerauver. What is your best recollection about it? 

Mr. Canapay. I do not understand vour use of the term “final com- 
mitments.” I tried to explain to you how the orders operated, that 
we placed so-called orders, subject to being canceled on certain dates. 

Senator Krrauver. Well, you said you had placed those orders sub- 
ject to being canceled before the contract was finally signed, December 
17, 1954. 

Mr. Canapay. That is my recollection on some of the equipment ; 
yes, sir. 

Senator Krravuver. Then, that after December 17, 1954, when the 
contract was signed—TI believe the term you used was “finalized the 
arrangements”; was that the term used ? 

Mr. Canapbay. I do not believe I used that. 

Mr. Dixon. We “released for manufacture,” would probably be 
the correct term. 

Senator Krerauver. You mean released the manufacturer to go 
ahead and manufacture some of it ? 

Mr. Canapay. That is what I would say. 

Senator Krrauver. But you were not going to take them—you had 
a time schedule worked out for releasing the manufacture of some 
things now, some things later on; is that it? 

Mr. Dixon. That is right. 

Senator Krrauver. My question is, gentlemen, right after you 
signed the contract, you released the manufacture—how did you know 
your equity case was going to be decided favorably for you? 

Mr. James. I think the record shows that it was right after the 
contract became effective, rather than right after they signed the 
contract. 

Mr. Drxon. Let me correct you both. It was not right after. 

Mr. Canapay. As a matter of fact, I am quite sure, sir, there was 
no release for production or no purchase of equipment or purchase of 
the land until after the order had been issued by the Securities and 
Kxchange Commission. ‘ 

Mr. Dixon. That coincides with my recollection, too. 

Senator Kerauver. The order was issued on February 11, 1955. 

Mr. Dixon. I think we held up until we had that order before we 
went ahead with spending money. 

Senator Keravuver. Will you get the dates that you placed your 
final order, and supply them for this record, that is, any orders that 
you placed or any commitments that you made after January 18 and 
before February 11? 

Mr. Dixon. Yes, sir. Can we supply that with a letter? 

Senator Kerauver. You may supply that in a letter to the committee. 

Mr. Canapay. The orders placed ? 
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Senator Keravuver. Or the final commitments made. 

Mr. Dixon. What you want was when we started? 

Senator Keravuver. Either for the land or for the equipment, during 
that period. 

Senator Lancer. Might I suggest that you file all of the commit- 
ments made up to the present time? 

Senator Kerauver. I make that request, if it would not be too 
onerous. Senator Langer wants to know if you would not file all of 
the commitments or the dates of contracts, and what they are about. 

Mr. Drxon. Can we limit that to the major items? If we got down 
below that, it would be quite a task. 

Senator Kerauver. Let us limit it to the major items, if that is all 
right, Senator Langer. I donot want them to go into too much detail. 

Senator Lancer. Yes. 

Mr. Dixon. We will do that, sir. 

(The information to be furnished is as follows :) 


LAND 


Four tracts of land were optioned on April 23, 1954, April 28, 1954, April 29, 
1954, and December 15, 1954. The options on three of the tracts were extended 
from time to time. One of the tracts was purchased on February 23, 1955, and 
the other three on March 2, 1955. 


MAJOR EQUIPMENT 
1. Turbine generators 


The order for the turbine generators was placed with Westinghouse Electric 
Corp. on August 11, 1954, subject to cancellation without charge up to February 
11, 1955. The latest date for cancellation without charge on the first unit was 
extended to March 1, 1955, when it was released for production. The latest 
dates for cancellation without charge on units Nos. 2 and 3 were extended from 
time to time to May 1, 1955, and July 8, 1955, respectively, the latter date being 
the latest date the manufacturer would agree to to meet delivery dates essential 
to performance under the power contract. These units were released for pro- 
duction on May 2, 1955, and July 8, 1955, respectively. 


2. Steam generators 


The order for the steam generators was placed with Babcock & Wilcox Co., 
on August 23, 1954, subject to cancellation without charge up to February 23, 
1955. The date for cancellation without charge was extended to March 1, 1955, 
when all 3 units were released for production, with the proviso that units Nos. 
2 and 3 could be canceled without charge up to May 1, 1955. On May 2, 1955, 
arrangements were made for the right to cancel unit No. 3 up to July 1, 1955, 
at a maximum cost of $50,000. This right was extended from time to time 
to July 12, 1955. 


> 


3. Surface condensers 

The order for the surface condensers was placed with Worthington Corp. 
on August 23, 1954, subject to cancellation without charge up to February 23, 
1955. The date for cancellation without charge on the first unit was extended 
to March 25, 1955, when it was released for production. The dates for can- 
cellation without charge on units Nos. 2 and 3 were extended from time to time 
to May 1, 1955, and July 29, 1955, respectively. Unit No. 2 was released for 
production on May 2, 1955. Unit No. 3 was not released for production. 


4. Boiler feed pumps 


The order for the boiler feed pumps was placed with Pacific Pumps, Inc., on 
August 23, 1954, subject to cancellation without charge up to February 23, 1954. 
The date for cancellation without charge on the first unit was extended to 
March 23, 1955, when it was released for production. The dates for cancellation 
without charge on units Nos. 2 and 3 were extended from time to time to May 
1, 1955, and July 29, 1955, respectively. Unit No. 2 was released for production 
on May 2, 1955. Unit No. 3 was not released for production. 
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3. Feed water deaerating heaters 

The order for the feed water deaerating heaters was placed with Elliott Co., 
on February 17, 1955, subject to cancellation without charge up to August 18, 
1955. Units Nos. 1 and 2 were released for production on June 29, 1955. Unit 
No. 3 was not released for production. 
6. Feed water heater and evaporators 

The order for the feed water heater and evaporators was placed with Gris- 
com Russell Co., on June 7, 1955, unit No. 3, being subject to cancellation with- 
out charge up to September 1, 1955. Units Nos. 1 and 2 were released for 
production June 7, 1955. Unit No. 3 was not released for production. 
7. Main power transformers 

The order for the main power transformers was placed with General Electric 
Co., on January 21, 1955, subject to cancellation without charge up to January 
21, 1956, or until specifications were furnished, whichever date was earlier. 
Unit No. 1 was released for production June 1, 1955. Units Nos. 2 and 3 were 
not released for production. 

Although orders for a humber of other items of equipment were placed, prin- 
cipally for electrical equipment with General Electric Co., on January 21, 1955, 
none of the equipment was released for production prior to April 25, 1955. 


CONSTRUCTION CONTRACTS 


Three construction contracts were awarded covering generally site develop- 
ment, concrete piling, and well drilling, respectively. The dates of the awards 
were May 23, 1955, June 1, 1955, and June 24, 1955. 

Senator Kerauver. The point I am leading to is that you indicated 
in your testimony that after December 17, 1954, you got started and 
made some releasements. I was wondering how you could do that 
before the final order was issued in the equity proceeding. 

Mr. Dixon. I think the record will show clearly, sir, that we awaited 
receipt of the SEC order before we made any release or incurred any 
obligations of any substantial nature. 

Senator Kerauver. What do you mean by “substantial”? 

Mr. Drxon. Well, I just put that in, because I wanted to be sure 
that I covered the waterfront and was thoroughly honest. There may 
have been none. 

Senator Kerauver. But there may have been some? 

Mr. Dixon. I would want to check the record, obviously. 

Senator Kreravuver. Of course, you will check the record ? 

Mr. Drxon. Yes, sir. 

Senator Kerauver. Well, Mr. Dixon, who did you talk with outside 
of the SEC—you talked with Mr. McDowell a number of times in the 
SEC, did you not, about this contract, its approval ? 

Mr. Dixon. More than once, I am sure we did. 

Senator Krravuver. Well, he gave us some memorandum of some 
conferences and 

Mr. Dixon. He probably has memoranda, and I do not, but we 
talked with him off and on. Iam certain we did. 

Senator Krrauver. Who else did you talk with? 

Mr. Dixon. I would guess again—and I hope not to get into con- 
flict at some later date by guessing for your benefit—normally, Mr. 
McDowell brings in one or more staff members—members of the staff 
that will function on matters. 

Senator Kerauver. I was talking outside of the SEC—did you talk 
with Mr. Cook, General Nichols, Mr. Hughes, any of these people about 


the SEC approval? 
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Mr. Dixon. Do you mean—I do not follow your question. 

Senator Kerauver. Well, did you talk with Admiral Strauss, Gen- 
eral Nichols, Mr. Cook, Rowland Hughes, any lawyers in the Depart- 
ment of Justice, about expediting the SEC approval ? 

Mr. Dixon. Oh, no, sir. We never sought any help from anybody to 
expedite anything at the SEC. 

Senator Krravver. You did not talk with anybody else outside 
about it ? 

Mr. Dixon. I am quite certain we did not. Iam quite certain we did 
not. Did we? I would have no oceasion to. We filed our applica- 
tion with the SEC, following the hearings before the Joint Commit- 
tee, which followed a very orderly procedure. And my recollection is 
that it was done very expeditiously. 

Senator Keravuver. | just wanted to ask you this. I want a very 
definite answer, if you can give it. Did you talk with any officials in 
Government outside of the SEC relative to expediting or getting your 
SEC approval ? 

Mr. Dixon. Well, let me say we kept the Atomic Energy Commis- 
sion, with whom we negotiated the contract, currently informed of 
where we were at any given moment and also the Bureau of the Budget, 
but we never sought any help in expediting anything. 

Senator Kerauver. Did you make any request of any of these gov- 
ernmental officials with reference to helping you to get expedited or 
helping with the decision in any way with the SEC? 

Mr. Dixon. No, sir. 

Senator Kerauver. Are you sure? 

Mr. Dixon. I do not see how they could help me. 

Senator Kerauver. Anyway, are you sure about that ? 

Mr. Dixon. 1 am certain. 

Senator Krerauver. There is not going to be any refreshing your 
memory about it—you are sure about it ¢ 

Mr. Dixon. Yes, sir; | am sure. 

Senator Kerauver. All right. 

When did you first find out, and whom did you find out from, that 
the Tennessee Valley Authority and the Atomic Energy Commission 
were in a hassle about the contract between the Atomic Energy Com- 
mission and the Tennessee Valley Authority ? 

Mr. Dixon. I would not use the word “hassle.” We were working 
very closely all during the summer of 1954 with the staff of the Atomic 
Energy Commission in our negotiating sessions. I feel confident we 
asked them from time to time if they were making any progress in 
their proceedings with the Tennessee Valley Authority. 

Senator Kerauver. Whom did you talk to about it specifically ? 

Mr. Drxon. Mr. Cook was the head of the group. 

Senator Kerauver. I know. Did you talk with Mr. Cook about it? 

Mr. Dixon. We talked to Mr. Cook almost daily. 

Senator Keravver. about the TVA-AEC matter. 

Mr. Dixon. As I say, in our daily conversations it was a matter 
of considerable interest to us whether they were getting together, but 
in addition to that—— 

Senator Kerauver. I am trying to ask you if you talked 

Mr. Drxon. I can help you. 

Senator Keravver. I will be glad if you will. 
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Mr. Drxon. In addition to that, a technical committee was set up 
of representatives of ours, the TV A—was it AEC? 

Mr. Canapay. Yes. 

Mr. Dixon. AEC was represented on that. And meetings were 
scheduled from time to time to explore this problem of transmission. 
It was an engineering technical group. I do not know how many 
meetings they had. I am certain that could be ascertained. I never 
went to one of them. But our people were in contact with the TVA 
and with the technicians of the AEC. There were a number of 
channels of communication. 

Senator Kerauver. What was the discussion, or was there any 
discussion that you had with General Nichols or Admiral Strauss 
about the fact that General Vogel was coming in? 

Mr. Dixon. I do not recall that. 

Senator Keravuver. Do you remember any ? 

Mr. Dixon. No, sir; I just said I don’t remember any. 

Senator Keravuver. Or do you think there were none? 

Mr. Dixon. I don’t know whether there were or not. 

Senator Kerauver. Well, I think you would remember discussions 
with Admiral Strauss if you had them. He is a very dignified, impor- 
tant man. 

Mr. Dixon. Yes; he is. I had very few. I do not think I had more 
than 3 or 4. 

Senator Keravuver. Did you discuss with him the matter about Gen- 
eral Vogel coming into the Tennessee Valley Authority ? 

Mr. Drxon. I do not believe I did. 

Senator Kerauver. Or with General Nichols ¢ 

Mr. Drxon. I saw General Nichols very infrequently. I would 
doubt it very much. 

Senator Krrauver. Well, now, not whether you doubt it—do vou 
remember ? 

Mr. Drxon. I do not remember whether I did. 

Senator Keravuver. All right, Senator Langer, do you have some 
questions ¢ 

Senator Lancer. Yes. You said you lived with Mr. James on this? 

Mr. Drxon. In a corporate sense, sir. 

Senator Lancer. Advising on all aspects of different kinds? 

Mr. Drxon. Mr. James advised me on all legal aspects. 

Senator Lancer. In other words, he is your lawyer in this case. 
You take up everything with him that is involved in this contract? 

Mr. Dixon. Yes, sir. 

Senator Lancer. You were subpenaed in this case, were you not, 
at one time? 

Mr. Dixon. Yes, sir; I was never permitted to answer the subpena. 

Senator Lancer. You were here? 

Mr. Dixon. I was here—I was excluded. 

Senator Lancer. How many days were you and Mr. Yates here? 

Mr. Drxon. The subpena came about the end of June. I do not 
know the date we were called for, but I know that Mr. Yates, Mr. 
England, and several others came here in answer to the subpena. We 
then received a telegram saying in effect, “Just leave your books and 
records, and don’t you bother to come.” 

We had understood some very serious charges were going to be 
made against us, and we made a strong effort to be present to hear 
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those charges and to answer them. We were not permitted to enter 
those hearings. We were not permitted to participate. The hear- 
ings were closed. The record was released before we were heard. 

Senator Lancer. How many days would you say you were here 
in this room during those hearings? 

Mr. Dixon. I appeared, whatever the first day of the hearing was, 
in the morning—I was here all too briefly. I returned at noon. 1 
was excluded again. I waited outside for a while, was told there was 
no sense to hang around. I believe I came back the next morning 
and was again excluded, and my recollection is that the hearings 
ended that day. 

Senator Lancer. Did you come back at a later date as the hearings 
continued ¢ 

Mr. Drxon. I was not asked to come back at a later date. The hear- 
ings were continued to a later date. I made myself available to this 
committee in the event they wanted to call me for questioning. They 
never chose to call me. 

Senator Lancer. Were you present any other time besides the time 
you mentioned ? 

Mr. Dixon. Yes, sir, when the hearings reconvened I sat in these 
hearings 4 or 5 days, I guess. 

Senator Lancer. You sat here 4 or 5 days and listened to them. 
Your lawyer was here, Mr. James? 

Mr. Dixon. I think he was with me every day. 

Senator Lancer. Do you remember being in a television program, 
you and Mr. Yates? 

Mr. Dixon. “Meet the Press,” yes, sir. 

Senator Lancer. Do you remember the approximate date of that? 

Mr. Dixon. It was early December 1954. 

Senator Lancer. Do you remember a statement you made at that 
time that you never were invited to testify ? 

Mr. Dixon. I would have to check the transcript, sir, to see exactly 
what I said. 

Senator Lancer. The substance of it was that you were not invited 
to testify—y s ord “invited”—you were not invited to 
testify. 

Mr. Drxon. I would have to check the transcript to see the exact 
words. I made myself available, and the Chair never asked me to 
respond to questions. 

Senator Lancer. Yes. Do you remember a few days later you gave 
an address at the National Press Club? 

Mr. Drxon. Yes, sir. 

Senator Lancer. Mr. Yates was there ? 

Mr. Drxon. Yes, sir. 

Senator Lancer. Do you remember you made a statement there 
that you had not been invited to testify ? 

Mr. Dixon. I had never been—by that I meant I had never been 
asked to answer any questions by this committee. 

Senator Lancer. Well, I direct your attention when you were right 
here in this room—this is on page 213 of the hearings of the subcom- 
mittee of the Committee on the Judiciary, United States Senate, 83d 
Congress, 2d sessi an investigation concerning the charges of 
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monopolistic influences in the power industry. I will ask you if you 
remember this: 


Senator KEeravuver. I would like to join the chairman in expressing— 


We will leave that out. That was concerning Senator McCarran’s 
death. 


The CHAIRMAN. Now, I want everybody here today to know that I want to 
repeat the statement that I made several months ago relative to this investiga- 
tion. Ever since this investigation started I made it very plain that anyone who 
wants to appear before this committee at any time to testify, all they have to 
do is to notify me as chairman, and let me know that they want to appear. 

Do you remember that? 

Mr. Drxon. Yes, sir; I do. 

Senator e ER. You never notified me that you wanted to testify / 

Mr. Dixon. I didn’t want to testify particularly, but I made myself 
available and if you had asked me to testify—that i is what I mean by 
an invitation. 

Senator Lancer. “An invitation”—on page 214— 

An invitation has been open to Mr. Dixon and Mr. Yates and to their attorneys, 
or anyone else. 

Do you remember my saying that? 

Mr. Drxon. Yes, sir. 

Senator Lancer. You never said you wanted to testify. 

Mr. Drxon. I never. 

Senator Lancer. That invitation 

Mr. Dixon. I never asked you if I could testify, and you never 
asked me if I would. 

Senator Lancer. Yes; but you were invited, were you not, by my 
statement ? 

Mr. Drxon. I was invited to express my desire to testify. 

Senator Lancer. Yes. 





The committee is interested in getting at the facts, and the truth about monop- 
olies, dealing with public power, or Federal power, or any other kind of power, 
and we are going to proceed in an orderly manner, and we have witnesses here 
and we are going to hear them. And anyone who wants to be a witness, all 
they have to do is to notify the chairman, a fact which I stated time and time 
again, and which I stated and which was stated by Mr. Kefauver months ago, 
and which was repeated by members of this committee. If anyone wants to 
appear and testify, all they have to do is to notify the chairman and proper 
arrangements will be made. 


Do you remember my saying that ? 

Mr. Drxon. Yes, sir. 

Senator Lancer. When you were present ? 

Mr. Dixon. Yes, sir. 

Senator Lancer. When you were present. I direct your attention 
later on to page 359: 

Senator KrFrAuver. Mr. Chairman, yesterday and on previous occasions the 
witness in his testimony has had some things to say which were critical of 
Ebasco and of Mid-South Utilities, and in my remarks and in my questions I 
have been critical of them also, and I know everyone on this committee, whenever 
eee derogatory or critical is said of any person or corporation, or firm, 


e all want to give them a chance to be heard to answer anything that has been 
said about them. 


And Mr. Kefauver continued: 
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The chairman, I believe. at every meeting has stated if anybody wanted to 
be heard in unswer to any critical remarks that have been made, they would 
have an opportunity of being heard. I just hope that since the testimony yes- 
terday the chairman would renew that invitation for anyone to be heard who 
feels that that they have been misrepresented, or the true picture has not been 
given with reference to them. 

The CHAIRMAN. Senator, the invitation is still open. 

And we have asked Mr. Dixon and Mr. Yates to appear any time they want 
to, or their attorney, or any of them, under oath, who want to testify. The 
invitation is open to the SEC or to any agency of our Government, and it is 
open to anyone who has been criticized here. 

All we ask is that they notify the chairman and give us time to arrange for 
their hearing, and they will be heard. 

Did you hear when that was stated—is that true ? 

Mr. Dixon. I believe I was: yes, sir. 

Senator Lancer. Yet vou told the television audience that you had 
never been invited. 

Mr. Dixon. Not in the sense that I understood an invitation. Let 
me say, sir, I was subpenaed once before, and I desperately wanted 
to testify, and I was not given the opportunity. 

Senator Lancer. You remember—— 

Mr. Dixon. May I finish, sir. Just the other day or several weeks 
ago, as a matter of fact, Mr. Keeffe, I believe, phoned me at my hotel, 
asked if I would cooperate with the committee and present myself to 
answer questions. 

I said I would be delighted to cooperate with this Senate commit- 
tee or any other Senate committee. To me that is an invitation. 

When someone says—anybody who any time is dying to come up 
here and testify, you let me know; I was not dying to come up and 
testify. 

Senator Lancer. Well, you were sitting within 50 or 60 feet. 

Mr. Dixon. I heard the words. 

Senator Lancer. Of Senator Kefauver and myself issuing the in- 
vitation, is that not true? 

Mr. Dixon. That is not the invitation as I recognize it. 

Senator Lancer. You did not recognize that as an invitation—you 
do not call that an invitation ¢ 

Mr. Dixon. I did not recognize that as a request or invitation to 
testify. 

Senator Keravver. While we are on that, let us get back to what 
Mr. Dixon said about the matter in the beginning when Senator 
Langer started asking him here today. Read the record, please. 

(The record was read as follows: ) 

Senator LANGER. You were subpenaed in this case, were you not, at one time? 

Mr. Dixon. Yes, sir, | was never permitted to answer the subpena. 

Senator LANGER. You were here? 

Mr. Dixon. IT was here. IT was excluded. 

Senator LANGER. How many days were you and Mr. Yates here? 

Mr. Itxon. The subpena came about the end of June. I don’t know the 
date we were called for, but I know Mr. Yates, Mr. England and several others 
came here in answer to the subpena. We then received a telegram saying in 
effect. “Just leave your books and records and don’t you bother to come.”—— 

Senator Keravver. I think, Mr. Dixon, on reconsideration you 
would have to change your testimony that you were never permitted 
to answer—you were issued numerous invitations to say whatever you 
wanted to say, and yet you come here today and say you were never 
permitted to. 











1036 POWER POLICY 


Mr. Dixon. Now, Senator, this was in July—early July 1954. The 
record is very complete. I wish I had my copy up here. 

Senator Keravuver. That is what we are talking about. 

Mr. Dixon. That is right. July 1954. The record is very clear. 
I wish it were here as to exactly what happened. 

Mr. James fervently appealed to permit us to be heard. The hear- 
ings at that phase recessed within a day or two. They did not reopen. 

This was dated October on a brand-new phase, had nothing to do 
with the subject that had been under discussion last July, and to me 
those are two complete chapters in the book. 

Senator Krrauver. You want to say that you were never permitted 
to testify because you were not invited to testify ? 

Mr. JAmes.His answer was—I think it was—he was never permitted 
to answer the subpena. JI think we can stand on the record on that. 

Senator Kerravuver. He said I was never permitted to testify. 

Senator Lancer. That was his statement. 

Senator Keravver. That is all right. Go ahead, Senator Langer. 

Senator Lancer. I am interested in the statement you made to 
Senator Kefauver about saving the taxpayers’ money. Just what did 
vou mean by that? 

Mr. Drxon. In what relation did I say that, sir? 

Senator Lancer. With your contract, sir. 

Mr. Dixon. Well, I mean in what context was the question—do you 
recall ? 

Senator Lancer. The proposal that was accepted by yourself and 
Mr. Yates. 

Mr. Drxon. Well, the last that I recall I said that our efforts to 
terminate had been guided by our efforts to save the taxpayers some 
money—is that the reference you mean? 

Senator Lancer. Yes. 

Mr. Drxon. Do you mean entering into it or getting out of it? 

Senator Lancer. What is that? 

Mr. Drxon. Are we talking about getting into the contract or get- 
ting out of it? 

Senator Lancer. I am interested in the money that you were going 
to save the taxypayers. 

Mr. Dixon. Which way—getting in or getting out? 

Senator Lancer. I do not know. I do not know how you are 
going to save it. Iam trying to find out from you. 

Mr. Drxon. Well, let us start with getting in, then. 

Senator Lancer. All right. 

Mr. Dixon. The circumstances, as I recall them rather vividly, was 
that the TVA had requested some $90 million over a period of time 
to build a new steam electric station on the banks of the Mississippi 
tiver. The administration apparently was desirous of finding an 
alternate method of supplying power whereby the Atomic Energy 
Commission needs would be fully met and the requirements on the 
TVA would be diminished. 

In my opinion, the contract that resulted from that negotiation was 
a good contract—beneficial to the taxpayers of the United States. 

Senator Lancer. Well now, you gave a list of corporations—could 
I have a list of them there ? 

Senator Keravuver. The Federal Power Commission lists. 
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Senator Lancer. You are president of the Middle South Utilities 
Co., is that right? 

Mr. Dixon. Yes, sir; and director. 

Senator Lancer. And you are a director of the Arkansas Power & 
Light Co.? 

Mr. Drxon. Yes, sir. 

Senator Lanerer. Of course, you are interested in running those 
companies as cheaply as you possibly can, and to save money ¢ 

Mr. Drxon. I am interested in providing the best service we can, 
and to do the best job we can for our security holders, yes, sir. 

Senator Lancer. You want to do a good job? 

Mr. Dixon. Yes, sir; absolutely. 

Senator Lancer. Now, you heard the testimony—I think you heard 
all of it—of Mr. Stietenroth ? 

Mr. Dixon. I heard some of it—I read most of it. 

Senator Lancer. Well, you recollect he testified that the Arkansas 
Power & Light Co. had 23 lawyers on the payroll in Arkansas? 

Senator Keravuver. 23—what ? 

Senator Lancer. Had 23 lawyers on the payroll of the Arkansas 
Power & Light Co. in Arkansas. 

Mr. Drxon. I don’t recall it vividly. 

Senator Lancer. Well, that is true, is it not? 

Mr. Dixon. He said lots of things. Most of them I disagreed with. 

Senator Lancer. What is that? 

Mr. Dixon. They had some lawyers on their payroll. I will accept 
that for the purpose of your question. I imagine you are leading into 
something here. 

Senator Lancer. W ell, you are a director—you know how many 
lawyers the Arkansas Power & Light Co. has on the payroll, do you 

not ? 

Mr. Drxon. No, sir; I could not tell you today. 

Senator LANGER. W ell, you know approximately, do you not—they 
have been on there for years ¢ 

Mr. Dixon. The Arkansas Power & Light Co. has a very capable 
staff of officers who run the day-to-day business of the company. The 
directors settle policy matters. 

Senator Lancer. But you are a director? 

Mr. Dixon. And I operate and function on policy matters. 

Senator Lancer. Your policy is to have 23 lawyers on the payroll 
of the Arkansas Power & Light? 

Mr. Dixon. The policy is :to have—the policy is to have whatever 
legal talent they need to run their business. The directors do not fix 
the number of lawyers that it shall be lawful for them to engage. 


Senator Lancer. How many lawyers have you on the Middle South 
Utilities Co. ? 


Mr. Dixon. Three. 
Senator Lancer. Just three? 
Mr. Dixon. Three. 
Senator Lancer. How many on the Mississippi Power & Light 
Co.? 
Mr. Drxon. I do not know, sir. 


Senator Lancer. Of what company was Mr. Stietenroth secretary 
and treasurer of ? 
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Mr. Drxon. Mississippi Power & Light Co., he was. 

Senator Lancer. He testified about the 23 lawyers he had in that 
company, too, did he not? 

Mr. Dixon, I will take your word for it. He testified about a lot 
of things. 

Senator Lancer. Yes; about when he had a lawsuit, he hired Green 
& Green—did not hire any of these 23 that he had on there. 

Mr. Dixon. Green & Green has been retained by the Mississippi 
Power & Light Co. as long as I can remember, on a regular retainer. 

Senator Lancer. Yet they have had 23 additional lawyers, is that 
not right ? 

Mr. Drxon. That is what they had, apparently. 

Senator Lancer. Now, Mr. Stietenroth said that these lawyers 
were located at strategic points all over the State, did he not, usually 
there to be close to the members of the legislature. 

Mr. James. Could you show us where in the record Mr. Stieten- 
roth said that? I would like to see that cited. 

Senator Lancer. If you want us to take all of that time, we will 
take it. I am sure you are familiar with it, because you have had 
it for a long time. 

Mr. James. I have had more important things to study, though. 

Senator Lancer. This is pretty important. This is pretty im- 
portant. Mr. Stietenroth not only mentioned 23 lawyers but he gave 
some of their names. I regret that my counsel is sick in the hospital 
in New York City, and the present staff was so busy with preparing 
Senator Kefauver’s questions, that they did not have time to go into 
that. 


I call your attention to page 348. I will go back to page 347, the 
page before that. 


Mr. Davis. Who represents or who is the general counsel of Mississippi Power 
& Light? 

Mr. STIETENROTH. Mr. Garner W. Green, of the firm of Green, Green & Chaney 
in Jackson, Miss., is general counsel for the company. 

Mr. Davis. Do you have any other lawyers or how many lawyers does Mis- 
sissippi Power & Light maintain or hire, or pay? 

Mr. STIETENROTH. Well, I don’t know how many, total. I know there must 
be—I had a list—there is bound to be at least 25 on that. 

Mr. Davis. Do you have that list? 

The CHAIRMAN, Do you mean you have 25 lawyers? 

Mr. STrETENROTH. Twenty-five lawyers or firms of lawyers; yes, sir. 

Mr. IoAvis. Is this in Mississippi or all over the country; in New York? 

Mr. STIETENROTH. Well, we retain Reid & Priest in New York. 

Mr. Davis. Are all of these lawyers on this list in Mississippi? 

Mr. STIETENROTH. Let me see. There is one Mississippi, one. 

Mr. Davis. This is a list which you made yourself, sir’ 

Mr. STIETENROTH. Yes. 

Mr. DAvis. From the records of the company? 

Mr. STIETENROTH. Yes, sir. 

Mr. Davis. Was it made recently? 

Mr. STIETENROTH, It was made in June of 1954, of our regular monthly pay- 
ments to lawyers and a few miscellaneous payments. 

Mr. Davis. Can you tell us or give us the names of these lawyers, and what 
the regular monthly payments are, and also where they are located, please? 

Mr. STIETENROTH. All right. Hugh V. Wall, Brookhaven, $100 a month; 
Farish, Keady & Campbell, Greenville, $100 a month; Wynn, Hafter, Lake & 
Tindall, Greenville, $150 a month; Ralph Avery, Jackson, $75; Creekmore & 
Creekmore, $75; Green, Green & Chaney, $1,158.33—— 

Senator Keratver. Is that a month? 

Mr. STIETENROTH. Yes. 
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Leon Hendrick, $25: Byrd, Ricketts & Wise, $800; Forest B. Jackson, $350: 
H. V. Watkins, $50. Those were all in Jackson. 

Price & Price, Magnolia, Miss., $50: J. M. Alford, McComb, $40; McClure & 
McClure, Sardis, $100; Dent, Robinson & Ward, Vicksburg, $100; W. J. Vallor, 
Vicksburg, $100; W. H. Fedrick, Grenada, $65; George Payne Cossar, Charleston, 
$50: Fred B. Smith, Ripley, $200; J. A. Wiltshire, Magnolia, $15; Reid & Priest, 
New York, S300, 

And Thomas & Morton, Senatobia, Miss.—this is legal fees July 1954—July 
1955, $500. 

George B. Grubbs, Mendenhall, attorney’s fees, $250. 

Now, those I know about, Mr. Davis. There may be others that I don't 
know about. 


Why do you, as a director of that firm, hire all of those attorneys‘ 

Mr. James. Just one moment, Senator. Mr. Stietenroth made 
many statements. I would not say that he did not make those that 
you claim he did. Where did he say that they were strategically 
located, as to the members of the legislature ¢ 

Senator Lancer. We will come to that later. 

Why did the firm have all of those / 

Mr. Dixon. It apparently was to have local representation in their 
operating territory. 

Senator Lancer. What ? 

Mr. Dixon. Presumably they thought it was wise to have local rep- 
resentation throughout their service area. They cover a large geo- 
vraphic area. 

Senator Lancer. But you have got several firms in one town. 

Mr. Dixon. In Jackson: that is a very large town. 

Senator Lancer. How big a town is this town of Greenville? 

Mr. Dixon. Greenville—I guess thirty, or forty, or fifty thousand. 

Senator Lancer. In view of Mr. James’ interrogation here, let us 
vo a little bit further. 


Mr. Davis. You think there may be others, or at any rate, you do not know 
whether there are or are not others; is that correct, sir? 

Mr. STIETENROTH. This list was a regular recurring thing, except as to the 
last two, that we do every month. And I just picked out and I got the month 
of June 1954, and I am not certain at all that July would have all these on it, 
but may have some others. So I would say that we would have all of these, 
and very probably others. 

Mr. Davis. There are twenty-some-odd lawyers or law firms on that list; is 
that correct ? 

Mr. SriereNrotH. That is right. 

Mr. Davis. Do you know how many lawsuits were pending against Mississippi 
Power & Light during the month of June’ 

Mr. STIETENROTH. No; I don’t think that we have any lawsuits, all of our 
lawsuits are handled by either our office attorney or by Mr. Green, and occasion- 
ally one of those people will participate to some extent in a lawsuit but it is 
a rare occasion. 

Mr. Davis. Can you enlighten the committee to any extent as to the services 
performed by these various lawyers for Mississippi Power & Light? 

Mr. SrieTeNRoTH. Well, these are all local people, and people with some local 
influence, and some prestige locally, and it is very nice to have a local represen- 
tation. 

Mr. Davis. Are these lawyers retained, in your opinion, as a former officer of 
the company, because of their local influence and standing and prestige? 

Mr. STIETENROTH. Well, I can only answer that, sir, in this way: It is on the 
rarest occasion that they render any service such as drawing a contract or 
defending a lawsuit. 

Mr. Davis. You were the secretary-treasurer of this company for a long period 
of time. Would you know or be familiar with any services performed if they 
did perform services? 
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You would have heard about it, would you not, sir? 

Mr. StTierenrorH. I think that I would have known what generally went on 
around the company, if they had rendered us any service. 

Mr. Davis. Is it fair to say that the principal value to the company of these 
retainers was not primarily the legal services which were rendered in return? 

Mr. STIETENROTH. I think that that is a fair statement. 

Mr. Davis. Can you tell us how the local influence and prestige of these law- 
yers might be useful to the company, or ever was useful to the company? 

Mr. STierENrorH. Well, actually, some of them, I don’t think that they are 
even doing much for us at all. 

Mr. Davis. But they are kept on the company payroll? 

Mr. STIETENROTH. That is right. 

Mr. Davis. Even though they do not do very much for the company? 

Mr. STIETENROTH. That is right. 

Mr. Davis. And they are men of local influence or position or prestige? 

Mr. STIeETENROTH. Yes; all of these are. 

Mr. Davis. Do you know whether any of these men are members of the State 
legislature? 

Mr. STierenrorH. I don’t know, I don’t see any of them there. Mr. Winn is 
a director of the company, and it is only $150 a month, though, and I don’t think 
that it would make much difference to him whether he got that or not. He is 
also a director of Middle South, and every time we file a registration statement, 
we have to disclose that small $1,800-a-year payment to Mr. Winn, over and 
above his director’s fees. 

“Mr. Davis. Let me see if I have this straight, Mr. Stietenroth. Mississippi 
Power & Light operates within the confines of the State of Mississippi; is that 
right? 

Mr. STIETENROTH. Yes. 

Mr. Davis. It does not operate in other States; does it? 

Mr. STIETENROTH. No. 

Mr. Davis. And its operations do not cover the entire State of Mississippi? 

Mr. STIETENROTH. That is correct. 

Mr. Davis. And yet Mississippi Power & Light has on its payroll some twenty- 
odd lawyers? 

Mr. STIETENROTH. That is correct. 

Mr. Davis. At least insofar as your list would indicate, and that is not a 
complete list; is that correct? 

Mr. STrerenRorTH. That is right. 

The CHAIRMAN. How many of those live in Jackson? That is the capital of 
the State. 

Mr. STIETENROTH. There are seven of them in Jackson. 

Mr. Davis. And the rest are scattered throughout the State; is that correct? 

Mr. STIETENROTH. That is right. 

Mr. Davis. Do any of them live in areas of the State which are not served by 
Mississippi Power & Light? 

Mr. StTieTENRoTH. Yes; Mr. Fred B. Smith lives at Ripley, Miss., and Ripley 
is up in northeast Mississippi, which is served by the TVA area. 

Mr. Davis. Are there any others besides Mr. Smith, or is he the only one? 

Mr. STIETENROTH. You mean within the State? 

Mr. Davis. Who live outside of the service area of Mississippi Power & Light? 

Mr. STIETENROTH. Then there is Reid & Priest of New York. 

Mr. Davis. Are there any others? 

Mr. STIETENROTH. That is all. 

Mr. Davis. Outside of Mr. Smith, and Reid & Priest, New York counsel, all 
of these attorneys are scattered throughout that part of the State which is 
served by Mississippi Power & Light; is that correct? 

Mr. STIETENROTH. That is correct. 

Mr. Davis. And you cannot tell us what legal services have been performed 
by these people; can you? 

Mr. STIETENROTH. I cannot. 

Mr. Davis. As a matter of fact, you do not know of any legal services per- 
formed by them; do you? 

Mr. STIETENROTH. Only on the rarest occasion and even then they got a fee 
for it. 

Mr. Davis. You mean they got an additional fee when they performed legal 
services? 

Mr. STIETENROTH. Yes; this is the retainer. 
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Mr. Davis. Then, when the individuals on this list, or the firms on this list 
performed legal services of any substance, they were paid additional fees; is 
that correct? 

Mr. STIETENROTH. Oh, yes. 

Senator KeErauver. Who selected Reid & Priest, your New York lawyers? 

Mr. StrerenrornH. I can’t answer that, Senator. They have been doing New 
York legal work for Mississippi Power & Light Co. away back there, and, as a 
matter of fact, some of the old, old contracts that I ran over in doing the original 
cost restudy work for Federal Power Commission, they had a Mr. W. W. Staplin 
who acted as an intermediary, back in 1927 and prior, for some properties. 

Mr. James. You need not go any further, so far as my question was 
concerned, because I think you will agree now that Mr. Stietenroth’s 
testimony as you read it on page = 349, where he was asked, “Do you 
know whether : any of ayes men are — of the State legislature ?” : 

And his answer, “I don’t know, I don’t see any of them there,” 
shows that the assumption underlying your question was not correct. 

Senator LaNcrer. Well, he says they are men of influence. I want 
to ask Mr. Dixon why he hired them, if they are not men of influence. 

Mr. Dixon. The business of Mississippi Power & Light Co. is run 
hy a very able set of officers. As a director I function on policy mai- 
ters. I have nothing to say—I have made no recommendations as 
to who they hire, or why they hire them. I am satisfied that each of 
their counsel that they retain is retained for a proper, lawful purpose, 
and that services are rendered commensurate with the fees paid t em. 
I just do not get down that closely to operations in the local companies. 

Senator LANGER. As I understand it, who owns the common stock 
in this company 4 

Mr. Dixon. Middle South Utilities. 

Senator Lancer. 100 percent of it ? 

Mr. Dixon. Yes, sir. 

Senator Lancer. So you name all of the directors; do you not? 

Mr. Dixon. We have cast our ballots consistently for them, but 
they are men of very great reputation, let me say, sir, just to name two 
of them. One is cur rently the president of the United States Chamber 
of C aig yi He has been a director of Mississippi Power & Light 
Co. for 15 or 20 years. I think it is a high honor that they have 
directors of that high quality. 

Senator Lancer. You name them—you own 100 percent of this 
stock. 

Mr. Drxon. I have never named a director, sir. 

Senator LANGer. I do not mean that you personally do—I mean the 
company in which you are associated in New York. 

Mr. Pixon. The board of directors, when a vacancy occurs, con- 
siders the matter extremely carefully. And I, as a director, in each 

case, have voted for the directors that have been suggested by the 
board of directors. 

Senator Lancer. Well now, will you tell this committee what the 
procedure is when they make a report—the board of directors make 
a report—who do they make it to? 

Mr. Dixon. When the board of directors make a report ? 

Senator LANGER. Yes. 

Mr. Dixon. The board of directors does not make any report. 
have minutes. 

Senator Lancer. Mr. Stietenroth said that they made a report to 
vou folks up in New York regularly. 


They 
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Mr. Dixon. We get a copy of the minutes, sir. 

Senator Lancer. Well, I can expedite this a little bit. He said 
vou kept two sets of books. 

Mr. Dixon. That is wrong. 

Senator Lanerr. That-is-not true? 

Mr. Drxon. That is not true. And let me say, sir, that was 
thoroughly investigated by the Federal Power Commission, the Se- 
curities and Exchange Commission, and Haskins & Sells; it was 
found to be wholly baseless. 

Senator Lancer. They do not keep two sets of books / 

Mr. Drxon. They do not keep two sets of books. 

Senator Lancer. He is mistaken about that ? 

Mr. Drxon. He certainly was. 

Senator Lancer. Mr. Stietenroth made some statement about 
signing some papers in blank. What do you know about that? 

Mr. Dixon. I do not know what Mr. Stietenroth may have signed. 

Senator Lancer. Let us look at his testimony. We have got it 
here. 

Mr. James. Are those the registration statements / 

Senator Lancer. Yes; the registration statements. 

Mr. James. May I say to you, sir, that the practice from the out- 
set, from the time the Securities Act, which was passed in 1933, the 
practice from the outset has been to permit the signing of registra- 
tion statements by a power of attorney, and it is widely followed. 
And I see no difference between signing a blank signature page and 
in entrusting to someone 11 whom you have confidence, and giving 
that person a power of attorney to sign your signature to a blank 
signature page on a registration statement which is to be filed with 
the SEC. In either case, it is a matter of seeing to it that the person 
who gets the power to act for vou is someone whom you can trust. 
That is all there was to that. 

Senator Lancer. Is that customary in all of the other companies 
we have here / 

Mr. James. That is certainly customary in many companies. 

Senator Lancer. Is it customary in these companies in which Mr. 
Dixon is a director ¢ 

Mr. James. I am talking about companies generally outside of the 
Middle South system. That is the general pr actice, because directors 
live all over the country, and you have to sign registration state- 
ments and amendments within days of each other, and you cannot 
bring directors together just for a signing party every time you have 
to sign one of those documents. 

Senator Kerauver. The point was he was signing as secretary and 
treasurer. He said he was required to sign in blank. He signed one 
in blank, and came up and petitioned the SEC to take his signature 
off of it—he did. 

Mr. James. That was after his break with the company ; yes. 

Senator Kerauver. Anyway. he did ask the SEC to take his name 
off of it. 

Mr. James. Yes. 

Senator Lancer. In saving money for your t eapayers, Was it neces- 
sary for your company to buy as $200,000 country club / 

Mr. Dixon. There is no relation between the Mississippi Valley 
Generating Co. and the operations of Middle South Utilities sub- 
sidiaries. 
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Senator Lancer. You are a director of it? 

Mr. Dixon. I am a director of both companies. And just to answer 
your question, they never bought any $200,000 country club. 

Senator Lancer. Mr. Stietenroth said—— 

Mr. Dixon. I do not care what he said. They never bought one. 

Senator Lancer. It is not true what Mr. Stietenroth said about that; 
is that right ¢ 

Mr. Dixon. That is right. 

Senator Lancer. He said you bought a $200,000 country club. 

Senator Kerauver. Mr. Dixon, he said that you had a country place, 
a lodge, where you entertained, used for entertainment purposes, 
worth $250,000—that is my best recollection—and carried on the books 
as “Electric plant and service.” That was confirmed by the Federal 
Power ery ap 

Mr. Dixon. I do not think you will find that the Federal Power 
Commission confirmed any $250,000 country place. Let me be per- 
fectly frank about it. The company does have what they call a lodge 
that is used for proper corporate purposes. 

Senator Krrauver. That is what he talked about as a country club? 

Mr. Dixon. It was no $250,000 deal. If 1 were to guess a figure, I 
think they probably spent twenty or thirty thousand ‘dollars. It has 
been a very fine investment. It has been a place to entertain prospec- 
tive industrialists. It has been used for many company functions. 

The Governor of Mississippi on many oceasions has applauded 
the Mississippi Power & Light Co. for its efforts in attracting 
industrialists, 

Senator Lancer. Who would know about the price you paid for it, 
you as a director of Mr. Stietenroth / 

Mr. Dixon. In this case, I think I do. 

Senator Lancer. You read his testimony—you know about his 
testimony. 

Mr. Dixon. In this case I think I know more about that figure. 

Senator Lancer. You think he is mistaken when he said you spent 
a large amount of money ? 

Mr. Drxon. Yes, I do. 

Senator Lancer. The newspaper advertising which he said was to 
influence public opinion—he said it spent “$150,000 a year.” 

Mr. Dixon. Incidentally, Mr. Canaday has just reminded me, when 
we built a new steam electric station, so that-there would be no mis- 
understanding, they have a small lodge at the site of the powerplant, 
too, that * used for proper corporate purposes. It is a very modest 
building. I do not know what we spent for it, but it is there. It is on 
the books, openly and aboveboard. 

Senator Krerauver. Is that what you call electric plant in service— 
that is what this lodge was listed as? 

Mr. Drxon. If that is where it belongs in the Federal Power Com- 
mission classification of accounts, that is where it is. The plant is 
‘ather isolated. It has some sleeping quarters; is used for proper cor- 
porate purposes. 

Senator Lancer. I come back again to the newspaper proposition. 
How much do you spend a year—you are a director of the concern— 
how much does the Middle South Utilities Co. spend a year for news- 
paper advertising ? 

Mr. Dixon. Very, very little. 
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Senator Lancer. What do you recall? 

Mr. Dixon. Let me say we do not do advertising. We have a small 
dividend notice every 3 months. It is about so big [indicating], that 
we run in financial and other newspapers around the country. It is 
not our practice to engage in advertising. I think that we participated 
in 1 or 2 advertisements in relation to the so-called Dixon-Yates pro- 
posal. They were of a very, very special nature. Other than those, 
I can think of no advertising that we do. 

Senator Lancer. Mr. Stietenroth said you spent $150,000 a year. 
He is wrong about that? 

Mr. Drxon. I don’t know what Mississippi Power & Light Co. 
spends. 

Senator Lancer. You are a director, are you not? 

Mr. Dixon. Yes, sir; but that is an operating matter. I could find 
out readily. I could find out in 10 minutes. 

Senator Krerauver. Let us take down Mr. Stietenroth’s testimony 
right there. 

“Mr. Jaares. What page is that? 

Mr. Wauuace. Page 408. Mr. Davis is reading from the document 
furnished. 

Schedule A appended to this report contains the following contributions: To 
Dixie advertisers for public relations services, all of the accounts charged in all 
of these instances is miscellaneous general expense. The amount is $16,010.55. 
National Tax Equality Association ; purpose, tax equality program, $750; Ameri- 
can Taxpayers Association, Washington, D. C.; purpose, tax equality program, 
$500. 

Tax Foundations, Inc., purpose, contributions, $200. 

Committee on Electoral Reform, contributions—purpose is contribution, and 
the amount is $200. 

National Trade Policy, purpose, contributions, $300. 


That makes a sum total of $17,960 for the calendar year ended December 51, 
1953. 


Mr. James. I wonder if you would be kind enough to read the para- 
graph preceding that, which shows what that document was and where 
it had been filed. “This is a copy of a letter-——” 

Mr. Watuace. This is dated February 10, 1954, from Middle South 
Utilities, 2 Rector Street, New York— 


re annual report for the year ended December 31, 1953, Securities and Exchange 
Commission, contributions, public relations, dues, and advertising; is that 
correct? 

Mr. STIETENROTH. Yes; I think it is. 


Mr. James. That is filed with the SEC as a public document. 
Mr. Wattace. On page 409, Mr. Stietenroth, continuing: 


Senator KEFAUVER. How much was paid a year in advertising to the news- 
papers? Do you know offhand? It seemed that I saw there $82,000. I think 
it was schedule No. 2 back there. 

Mr. STIETENROTH. Here is the requirement, to make sure that I am giving it 
to you correctly, a tabulation showing all payments or contributions to news- 
paper, press associations, newspapers, magazines, or other publications for adver- 
tising—other than advertising or specific products of Mississippi Power & Light 
Co., or advertising on behalf of the local or national public welfare campaigns 
such as Red Cross, Community Chest, United States savings bonds, and so on— 
and for purposes other than advertising for the calendar year ended December 
31, 1953. Payments were made to newspapers, press associations, newspapers 
and magazines or other publications during the calendar year ended December 

31, 1953, by Mississippi Power & Light Co. in the total amount of $121,258.85, as 
shown on the attached schedule C, 
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The attached schedule C is sort of an itemization of that total amount that 
I just read to you. 


Senator KEFAUVER. What is that, $82,000? 

Mr. Srrerenroru. It is $121,258.85 for all of those purposes. The detail is 
the American Magazine, $5,000; N. W. Ayer & Sons, $12,902.59; the Clarion 
Ledger, $3,966.27. 


Later, down on the page, page 410: 


Senator Keravuver. Are all of the Mississippi newspapers that are in the area 
of the Mississippi Power & Light C 0. getting some business or are they paid some 
amounts for advertising each year? Do you advertise in all of the newspapers? 

Mr. STIETENROTH. I believe that is so, Senator, and I don’t believe that there 
is an exception in the western part of Mississippi where the Mississippi Power 
& Light Co. does business. I never heard of an exception. 

Senator Kerauver. Senator Langer, you remember there was a 
very interesting matter about a fight between a cooperative, an REA 
cooper: ative—did you want to go into that ? 

Senator Lancer. I was going into that. I wish that you would 
take it up. 

Senator Keravver. You take it up. 

Senator Lancer. Mr. Stietenroth testified that there was a coop- 
erative that had 3,000 members, had applied for a loan to the Fed- 
eral Government, and that the company of which you are a director 
same to Washington and fought that loan. Do you remember that? 

Mr. Dixon. I remember one co-op: yes, sir. 

Senator Langer. Will you tell us about that—everything your 
company did, of which you are a director, to keep it from coming 
into existence, and after it came into existence ? 

Mr. Drxon. If this is the one I think of, Senator, and believe me, 
with a system as large as ours, I cannot be expected to know all of 
these operating details, but I can get you anything you want. There 
was one co-op that was seeking a loan, and I think my recollection 
if it serves me well, it could not meet the standards of the REA, or, at 
least, our people felt it could not. There was a strong feeling that 
they were going to violate the rules and invade some towns where we 
were alre rady serving; in other words, our people felt that it was not 
a proper REA situ: ation. We are in business, and we do the things 
to protect our interests as any prudent businessman should do. 

If it is the same co-op that I think it was, it subsequently did get 
the loan—it got into serious financial difficulties—I think it has lost 
money—and I think all of the things we cited as fearing might happen 
did happen. 

Senator Lancer. Well now, Mr. Stietenroth testified that, first 
of all, your company did everything they could to keep it from get- 
ting the ae oe is right, is it not? 

Mr. Dixon. I do not know the details of that. I know we were 
trying to protect our business, trying to prevent being invaded. 

Senator Lancer. Even went to the President, Mr. Truman ? 

Mr. Dixon. If they did, I did not know it. 

Senator Lancer. You did not know that? 

Mr. Dixon. No, sir. 

Senator Lancer. You are a director. And they took it to court; 
do you remember that? 

Mr. Dixon. Vaguely, I do recall that. 

Senator Lancer. Finally the co-op won out. Then Mr. Stieten- 
roth testified that you then reduced your rates down to nothing. 
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Mr. Drxon. I do not believe we have done that anywhere. 

Senator Lancer. The records ought to speak for themselves. That 
is a rather serious proposition, so far as I am concerned. 

Mr. Drxon. If we are giving electric power away, it is serious. 

Senator Lancer. He said there is no regulatory body there that fixes 
those rates. 

Mr. Dixon. I would like to see any place where he said we gave 
electricity away for free. 

Senator Lancer. He certainly testified to it. Mr. James was here 
when he testified. 

Mr. JAmMEs. No; I do not recall that, Senator. 

Senator Krrauver. I think what he said was, “cut the price way 
down.” 

Senator Lancer. Cut the price way down. 

Mr. Drxon. Our rates are on file with the Federal Power Commis- 
sion. Our books are open to anybody that wants to look at them. 
These are all matters of fact. I cannot intelligently comment without 
the facts. I will make them available to you any time. 

Senator Lancer. Your board of directors met and cut those rates 
way down, Mr. Stietenroth said—in the conversation, he said, “We will 
put them down now and after we have got this co-op out, we will jack 
them way up.” 

Were you present at that board of directors meeting, or were you 
not? 

Mr. Drxon. As to that, I would like to see any set of minutes of the 
board of directors meeting that had anything like that in it. 

Senator Lancer. That happened—your rates did go way down. 

Mr. Dixon. I would like to see the records. I do not recall any- 
thing like that. I doubt it seriously. Mr. Stietenroth said a lot of 
things that were not so. 

Senator Lancer. Is it not true that 1,500 of those farmers got your 
cheap rates, did not go along with the REA ? 

Mr. Dixon. Perhaps they did. I think probably it was a pretty 
good business, if they tried to meet competition. 

Senator Lancer. When they did not go along, did that not wreck 
the cooperative ? 

Mr. Dixon. I would like to see where we lowered rates and then 
jacked them up. 

Senator Langer. That is Mr. Stietenroth’s testimony. He was your 
manager. 

Mr. Dixon. He was not our manager there. The facts will support 
that we file rates every month. That is an open book. You can look 
very easily and see what the facts are. 

Senator Lanerr. Is it not true that after the REA co-op, after the 
1,500 farmers left, that your company put in a bid to buy it, when it 
went into bankruptcy ? 

Mr. Dixon. The facts will show whatever they show. I think we 
have offered to buy aco-op. It may be the same one. 

Senator Lancer. Let us assume that it is the same one. That is 
true that the co-op went broke, that then you put in a bid to buy it up? 

Mr. Dixon. The facts will speak for themselves, Senator. What- 
ever we have done is completely public. I think it is unfair to ask me 
to discuss a matter that I have no intimate knowledge of, and as 
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distinguished from what Mr. Stietenroth said, in a situation like this 
where facts are e: asily obtainable, it just makes so much sense to go look 
at the facts to see what happened. My opinion of what happened i is 
worthless. 

Senator Krrauver. I thought in that connection, with that REA, 
one of the facts that was documented which was of considerable im- 
portance, was Mr. Stietenroth’s testimony that he had copies of the 
receipts or, anyway, documentation of them about the Mississippi 
Power & Light paying people to call people to the election polls, pay- 
ing election watchers in connection with the election. Did that come 
to your attention ? 

Mr. Drxon. | learned of that subsequently. I made some inquiries 
about that. There were some very modest amounts spent in con- 
nection with that election. ‘They were thoroughly legal. The bill was 
approved by counsel. The facts have been thoroughly explored by 
the Federal Power Commission and the SEC. I would prefer to go 
back to what the facts were, whatever they found out were the facts. 

Senator Krrauver. The Federal Power Commission did not ap- 
prove of those election expenses. 

Mr. Dixon. I said counsel approved the invoice. 

Senator oe ver. I thought you said—— 

Mr. Drxon. I did not say—I said the Federal Power Commission 
was sent down to make an investigation. I have heard not a single 
word that they found anything improper. 

Senator Krerauver. That is not a purpose of a utility, to pay people 
in an election, is it 

Mr. Dixon. The purpose of the utility is to run its business and to 
protect its business. 

Senator Keravuver. Even though it pays people who haul the voters / 

Mr. Drxon. It is entitled to do ‘anything it may lawfully and legally 
do. Ithas done nothing unlawful or illega ul, 

Senator Kerauver. Do you think that is perfectly proper ¢ 

Mr. Dixon. The expenses I am certain were thoroughly proper. | 
have no intimate knowledge of what they were. I know they were 
extremely minor. 

Senator Krrauver. That is not the question, the amount of them. 
I think the amounts were $1,500, something like that. That is minor. 
But it is the principle. 

Mr. Drxon. If they were improper or illegal, I would be just as con- 
cerned as you are, sir. I made inquiry and learned they were neither 
improper nor illegal. 

Senator Lancer. Do you think it is all right to spend money to de- 
feat a man for governor, too—do you think it is bad for the company ¢ 

Mr. Dixon. That I think is illegal. 

Senator Lancer. What? 

Mr. Drxon. I think it is illegal to spend money in relation to any 
election involving people. 

Senator Lancer. You do? 

Mr. Drxon. I believe that the law will speak for itself. That is my 
understanding, that it is illegal for a utility company to spend money 
to influence a candidate in an election. 

Senator Lancer. In how many States do you and your companies 
of which you are a director operate down there ? 
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Mr. Dixon. We operate in three States. 

Senator Lancer. You have a virtual monopoly in those three 
States ? 

Mr. Drxon. No, sir. 

Senator Lancer. What three States? 

Mr. Dixon. Louisiana—there are 5 or 6 electric companies in Lou- 
isiana, I think—there are 2 companies and many, many co-ops in Mis- 
sissippi—there are some co-ops in Louisiana. I think there are three 
electric utilities that operate in Arkansas. We are by far the largest 
investor-owned company. And there are a number of co-ops in Ar- 
kansas. We have no monopoly. 

Senator Lancer. What is your connection with West Florida? 

Mr. Dixon. We have no connection with West Florida. 

Senator Lancer. No connection with that? 

Mr. Drxon. Those are the three States in which our subsidiaries—— 

Senator Lancer. Do you have any connection with the Georgia 
Power Co.? 

Mr. Drxon. No, sir. 

Senator Lancer. The Alabama Power Co.? 

Mr. Drxon. No, sir. 

Senator Lancer. No interlocking directorates? 

Mr. Dixon. There are no interlocking directorates between Middle 
South and the Southern Co., and the Southern Co. operates in those 
three States that you mentioned. No interlocking officers or directors. 

Senator Lancer. Never meet together to set the rates? 

Mr. Drxon. No, sir. 

Senator Lancer. Have had no meetings of any kind? 

Mr. Drxon. Well, let me say, sir, that the electric industry, as in all 
industries, you have industry meetings and conferences. You have 
sales personnel that meet. You have the overall Edison Electric In- 
stitute of all executives. You have industry groups. Ratemaking is 
a very precise function. It is quite an art. Rate patterns change, 
which to me, the art of defining rates that will spread the cost fairly 
among the customers, is a very, very expert art. Rate regulations 
change from time to time. 

I think it is a healthy thing for industry people involved in similar 
functions to meet together and exchange ideas. That is in no relation 
to me as a combination in monopoly for the purpose of setting rates. 
They set the rates independently. We set our rates independently. 

Senator Lancer. Are they about the same? 

Mr. Drxon. I could not answer that categorically, sir. You get all 
sorts of classifications, industrial, residential, commercial, and you 
get breakdowns within those categories. And in some instances ours 
may be higher, they may be lower. 

The rates are published with the Federal Power Commission, sir. 

Senator Lancer. What about that statement Mr. Stietenroth said 
that the mayor set the rates—what State was that? 

Mr. Dixon. In Mississippi there currently is no regulatory agency. 
It is my recollection that in that’ instance each of the cities or towns 
has the regulatory function. 

Senator Lancer. I would like to ask you this: You read Stieten- 
roth’s testimony, I take it? 

Mr. Dixon. Many, many months ago, sir. That was a year ago. 
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Senator Lancer. What about that claim that he made that $3 mil- 
lion were taken from the assets of the company in Mississippi and 
transferred over to New York? 

Mr. Dixon. That was untrue. 

Senator Lancer. Yes. Without any value being given, charged 
0 percent on it. 

Mr. Dixon. Wait a minute. 

Senator Lancer. Nine percent dividends. 

Mr. Dixon. Wait a minute. I would have to see the testimony on 
that one before I even answer it. 

Senator Kerauver. Mr. Dixon, what his testimony was, that Mis- 
sissippi Power & Light was ordered by Mid-South or by Ebasco to 
transfer-a certain amount of money from an account, over to the 
profit account, so that it would be available; $3 million that was taken 
out of one account and put in the other, so ‘that the practical result 
was that it was available as an asset for the payment of dividends 
then to Middle South Utilities, the holding company, rather than to 
Mississippi Power & Light. Mississippi Power & Light was bled 
to this extent by the transfer of this account from one company to 
the other. 

Mr. Drxon. You have refreshed my memory, but I cannot go along 
with the description. The transaction I think you have in mind is 
this: It was the equivalent of a stock dividend. That was done pur- 
suant to an application filed with the Securities and Exchange Com- 
mission. There was public notice. There was opportunity for public 
hearing. At the moment I cannot recall whether there was one. If 
there was not, it was because no one sought one. 

The transaction was consummated pursuant to a proper order of 
the SEC. 

Senator Krerauver. That is the point. I got the names of the ac- 
counts wrong. This was a reserve account of the Mississippi Power 
& Light. 

Mr. Dixon. No, sir; that was good earned surplus. 

Senator Kerauver. Anyway, it was taken from the reserve account 
and put into earned surplus and on that earned surplus a stock divi- 
dend was given, not to the Mississippi Power & Light, but to Middle 
South Utilities on its common stock. That is what Mr. Stietenroth 
testified. 

Mr. Dixon. We are getting closer, Senator, but I think still we 
ought to stick with the ree ords on file with the SEC. We will find 
that a dividend or the equivalent of a stock dividend was declared 
out of proper earned surplus of Mississippi Power & Light Co. It 
was paid to its common stockholders who owned that surplus. 

Senator Lancer. You got it all—you got the $3 million, because 
you owned all of the stoc k. 

Mr. Drxon. Yes, sir; we get all of the common stock dividends. 
We put all of the common stock equity in that company. 

Senator Lancer. Mr. Stietenroth said you took the $3 million out 
of the Mississippi Co. and put it in your holding company and since 
that time you have paid, the consumers have paid, this 9 percent divi- 
dend each year. 

Mr. Drxon. It is another instance in which I cannot go along with 
the testimony, sir. I much prefer to rely on facts. 
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We operate in a goldfish bowl. I think it fine. It is supposed 
to be that way. 

Every financial transaction in our system is subject to the scrutiny 
of the SEC. We make filings. We have hearings where anybody 
wants a hearing. We function, as a consequence, on duly executed 
and issued orders of the Securities and Exchange Commission. How 
you can be more open and aboveboard than that, I do not know. 

Senator Lancer. But the fact is that you did take § $3 million from 
this Mississippi company and take it over to New York. 

Mr. Dixon. The fact is not that at all. 

Senator Lancer. What is that? 

Mr. Dixon. The fact is not at all that. 

Senator Lancer. What are the facts? We will be glad.to have 
them. 

Mr. Dixon. The Mississippi Power & Light, in the function of its 
business, has some earnings. It pays its expenses. It pays bond 
interest. It pays preferred dividends. Whatever is left is good 

earned surplus, and it belongs to the common-stock holders, or, at 
least, they had the ownership of that. They can pay that out. 

Senator Lancer. In this case, that is the New York outfit ? 

Mr. James. May he complete his answer? 

Mr. Dixon. It is whoever the common-stock holder may be. There 
are corporations everywhere. In this case Mississippi common stock 
is owned by Middle South Utilities, for the benefit—it is a corporate 
entity—owned by 28,000 stockholders. The earnings had resulted 
in an accumulation of earned surplus. They could have paid it out 
incash. They chose to pay it out in stock dividends, so that the cash 
could remain in the company and be available to build more poles 
and lines and wire and what-have-you. 

Senator Lancer. See if we can understand each other. The Missis- 
sippi company made $3 million out of their earnings. ‘That is right, 
is it not ¢ 

Mr. Dixon. ‘They have made whatever they have made. 

Senator Lancer. Mr. Stietenroth 

Mr. Dixon. We reported every year. 

Senator Lancer. $3 million is available. And what Senator Ke- 
fauver said in the reserve. 

Mr. Dixon. It was not a reserve. It was earned surplus. 

Senator Lancer. Unearned surplus? 

Mr. Drxon. Earned surplus. 

Senator Lancer. Over Mr. Stietenroth’s protest you took that to 
your company in New York. 

Mr. Dixon. The board of directors of the Mississippi Power & Light 
Co. authorized that transaction, and it was done by proper authority, 
by unanimous vote of the board of directors of Mississippi Power & 
Light Co. 

Senator Lancer. Mr. Stietenroth says that you could fire those 
directors any day you wanted to because you owned 100 percent of 
the stock. 

Mr. Dixon. Mr. Stietenroth can say anything he wants to, but that 
does not make it a fact. 

Senator Lancer. But this is true, is it not, your New York outfit 
controlled the directors ? 

Mr. Dixon. That is not true. 
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Senator Langer. You name them. 

Mr. Dixon. That is not true. We vote for them each vear, which is 
far different. Let me say this, sir-—— 

Senator Lancer. If you own 100 percent of the stock, you surely 
can name the directors, is that not right? 

Mr. James. Please, please, may he answer your question ? 

Mr. Dixon. Technically, I presume, as the owner of all of the com- 
mon stock—may IT answer you—we could request a meeting of the 
stockholders, in whatever the statutory time is. I presume if we were 
foolish ng to do it, we could say that we want to elect a new slate 
of directors. And I presume we could do that. But let me say this to 
you, sir. in earch of our companies, the representation on those boards 
is of the top-flight, honorable people who would not serve unless they 
absolutely had freedom of action. 

Let me say further to you, sir, that while technically we might 
accomplish what you suggest, I think that we would never get over the 
storm of public opinion th: at such an action would provoke. We would 
never. It may be technically, but practically it could not happen. 

Senator Lancer. We will take it practic ally. Now this gentleman, 
and that gentleman, and this gentleman, | pointing | Senator Kefauver 
and Mr. Wallace and myself are directors of the Mississippi company, 
and these two gentlemen own 100 percent of the stock. If you come 
down there to Mississippi, and by having 100 percent of the stock, 
vou elect us directors, and you have your ‘board of directors and sav, 
“We will take $3 million and take it over to Wall Street in New York, 
and we are going to pay 9 percent interest on it.” That means, does 
it not, that the consumers of electricity in Mississippi will have to 
pay 9 percent dividends on that $3 million to the fellows in New York. 
Tsn’t it as simple as that ? 

Mr. Drxon. No, sir: it is not as simple as that. 

Senator Lancer. Why is it not? 

Mr. Drxon. It is not that simple, for this reason. Electric rates 
are pite hed to e: ining enough money to pay our oe expenses, 
our bond interest, our prefer red-stock dividends, taxes, and have 
enough available as a fair return for the common-stock equity. The 
rates accomplish that. And either you earn or you do not. 

In this case there were some earnings. The rates have not been 
materially changed in Mississippi for some vears. They certainly 
were not changed as a consequence of that action. 

I think it would be well if you are concerned about what Mr. 
Stietenroth said to ask each of the directors who voted on that situa- 
tion if thev had any compunction about doing it. 

Every director voted for it. Presumably, ‘theoretically, if I was 
silly enough to do it, I could have said “Gentlemen, I am ‘telling you 
as Middle South Utilities, unless you are good boys, you are through.” 

I think they would have said, “Do not bother to tell us if you are 
going to try anything like that. We do not want to be around this 
place.” 

They are honorable people. And the fee that they get is certainly 
no attraction to them to serve as directors of Mississippi Power & 
Light. 

Let me point out this, we have elected a new director just recently, 
a very fine gentleman, Mr. Campbell. How did we go about it? Did 
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Middle South name him? Absolutely not. The board of directors 
who are all Mississippians save for myself, caucused, met, considered 

candidates, and out of that composite group they decided that Mr. 
Campbell was the man they felt was best able to serve Mississippi 
Power & Light Co. 

Mr. Gasne bell is an independent lumber man. I think he is very 
pleased at the prestige, the honor that befell him. He was delighted 
to serve as director. 

I never met Mr. Campbell until he was elected to that board of 
directors. I think they made a wonderful selection. I have since 
met him. He isa fine gentleman. 

That is the way we actually operate, which is far different than the 
technicality you suggest. 

Senator Lancer. Mr. Stietenroth worked for you for 20 years, did 
he not ? 

Mr. Drxon. A good long time. 

Senator Lancer. Over 20 years. He was interested in getting the 
people of Mississippi some lower rates, was he not ? 

Mr. Drxon. I do not know what he was interested in. 

Senator Lancer. But you worked with him for 20 years. 

Mr. Dixon. I did not work with him 20 years. 

Senator Lancer. You are a director of the company. 

Mr. Drxon. The directors of the company do not work intimately 
with the officers day to day, sir. 

Mr. James. Did you say he was director of the company / 

Senator Lancer. I said Mr. Dixon was. He was associated with you 
for 20 years, with your company down there in Mississippi. 

Mr. Drxon. I have been a director for a lot less time than that. 
I have known Mr. Stietenroth rather well. I would not say that I 
was directly associated with Mr. Stientenroth, simply because I in 
no sense was working with him. He had his function. Presumably 
he performed it. 

Senator Lancer. He was secretary-treasurer of your company in 
Mississippi. It is so well run that the rates were so high that after 
you paid off your bond issues and everything else, you had $3 million. 
Instead of lowering the rates to the consumers in “Mississip »1, to the 
poor people, you took this $3 million to New York in the re ‘m of a 
stock dividend, to you gentlemen who already owned 100 percent 
of that stock, ‘and the consumers in Mississippi from that day to 
this are still paying 9 percent on that $3 million. Is that not true? 

Mr. Drxon. I cannot go along with your analysis, one single whit. 

Senator Lancer. Where do you disagree—you took the $3 million, 
did you not? 

Mr. Drxon. Let me go all over it again. 

Senator Lancer. Yes; may I interrupt you once in a while? 

Mr. Drxon. I guess that is your privilege. 

You have rates designed to recapture your costs. And let me say, 
not the least of them is taxes and cost of money. So you pay your 
operating expenses. You pay your payroll. You pay your taxes. 
You pay your bond interests. You have something left for your 
equity capital. Generally, in the utility business, and it varies from 
State to State, you are permitted to earn approximately 6 percent 
on the capital actually invested in the business. Unless you are earn- 
ing about 6 percent on your overall capital, and the Securities and 
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Exchange very well sets very strict standards as to how much debt 
ou may have, how much equity you may have—unless you are earn- 
ing about 6 percent, you are at a very serious disadvantage i in raising 
capital. Every utility in the country is growing like the dickens. 
Every one of them needs large amounts of capital every year. 

Mr. James is an independent investor. He does not have to buy 
Middle South. He does not have to buy any utility. He can buy 
steel, rails, anything. Competition for money is very, very great. 

If the Middle South system is going to get the funds it needs to 
build new facilities, to properly serve its ‘customers. it has got to 
earn somewhere around 6 percent on the dollars actually invested. 
That is how you get at your rates. They are designed to accomplish 
that. 

At that starting point, if you operate well, there will be something 
left for the common stock. 

It is hire on the common-stock money. The common-stock holder 
has put his money there. He has got it out for rent. He expects 
to get his rent money every 3 months, and his dividend check, if he 
is entitled to it. If he does not get it, he will take his investment 
elsewhere. That is how it goes. 

Senator Lancer. Mr. Dixon 

Mr. Drxon. Let me just say one more thing. Every dollar that 
is left over after you pay all of these items, plus your preferred divi- 
dends, is available for common-stock dividends. Directors are per- 
fectly free in their wisdom to pay out all of it, none of it, or some- 
thing in between. If they go along at a nominal rate, the surplus 
account will build up. Those dollars are in the property. They pay 
nothing to the common-stock holder. He has left his dollars down 
there for the good of the enterprise. Sooner or later, if that surplus 
gets sizable, if it gets more than adequate, that amount should be 
paid to the common-stock holder of it. He is entitled to earn a fair 
return on his money. That is exactly how Mississippi Power & Light 
Co. is operated. 

.Senator Lancer. Now, you have told me the theory. 

Mr. Dixon. And the practice. 

Senator Lancer. Now, let me tell you what you did. 

Mr. Drxon. That is the practice of it, sir. 

Senator Lancer. Let me tell you what you did. 

The folks in New York own 100 percent of the stock in the Missis- 
sippi company; is that not right? 

Mr. James. If the folks all over the country, Senator, including 
North Dakota 

Senator Lancer. Now, wait a minute, Mr. James. I am asking 
Mr. Dixon. 

Is it not true that you own 100 percent of that stock? 

Mr. Dixon. Our stockholders do; yes, sir. 

Senator Lancer. Your stockholders own 100 percent ? 

Mr. Drxon. That is right. 

Senator Lancer. You go ahead and you organize that company in 
Mississippi. You paid your preferred-stock holders: you paid your 
salaries; you paid everything. But your rates were so high 

Mr. Dixon. There is where we fall apart. 

Senator Lancer. Now, wait a minute. 

Mr. Drxon. I said 
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Senator Kreravuver. Let Senator Langer make his statement. Then 
you can say what you want to. 

Mr. Drxon. O. K. 

Senator Lancer. You have no regulatory body in Mississippi; is 
that not right ? 

Mr. Dixon. There is no State regulatory body. 

Senator Lancer. That is what 1 mean, no State regulatory body. 

Mr. Drxon. That functions as to rates. 

Senator Lancer. Now, you charge rates in Mississippi to those eus- 
tomers, and you make so much money, and so much money in the 
jackpot. You folks in New York thought you could take $3 million 
of it, take it over in New York, and you did do it, and did it over 
the protest of Mr. Stietenroth, who finally resigned. You took that 
33 million, and you had quite an argument as to whether you should 
pay 6 percent or 9 percent, and you passed your resolution providing 
for 9-percent dividends on that $3 million, and you are charging that 
1o the consumer down in Mississippi. And Mr. Stietenroth felt that 
out of those earnings that you had there, instead of taking that $3 
million to New York that you should reduce the rates in Mississippi. 

It isas simple as that, is it not / 

Mr. Dixon. No, sir. Those are not the facts. 

Senator Lancer. Now—— 

Senator Kerauver. Now, Mr. Dixon, maybe I could summarize. | 
have been reading here Mr. Stietenroth’s testimony. Here is about 
what he said: 

“The rate structure was such that an earned surplus was created 
by the Mississippi Power & Light Co. over and above payment of 
interest on bonds, et cetera: that ordinarily the owner of the common 
stock, Middle South Utilities, paid, I believe 9 percent dividends” ; 
is that true? 

Mr. Dixon. The Mississippi Power & Light Co. board of directors 
have declared dividends of about 9 percent per annum on the common 
stock. 

Senator Kerauver. That is paid on the common stock. If this $5 
million was there—and Mr. Stietenroth thought the rate should have 
been lower so that it would not have been there, or at least it ought to 
have been kept and the rates reduced—the directors of Mississippi 
Power & Light voted to declare a stock dividend on the common stock 
which then came to the Middle South Utilities, the holding company. 

From reading his testimony, do you think that is a fair summari- 
zation of what he was driving at ? 

Mr. Dixon. I guess it is a fair summarization of what he was driv 
ing at. But I cannot concur in—first, I don’t know what Mr. Stieten- 
roth was thinking. I do know that we file statements at least once a 
year with the Securities and Exchange Commission. We make a pub- 
lic annual report. Everybody and his brother knows exactly how 
much we make, how much per share it is on the common stock, what 
percentage it is on the common stock, and the resulting earnings are 
available to the bondholders, the preferred stockholders, and the com- 
mon stockholders in accordance with their charter rights. 

Senator Krerauver. Very well. 

Mr. Dixon. And this was a proper— 

Senator Krerauver. It has gotten so late that we had better close 
these hearings at this time. 
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Senator Langer, I have made some notes here. I want to make a 
brief summarization of where we are at this time, and about our fu- 
ture plans. 

But do you want to make any observation or comment before I 
close ? 

Senator Lancer. You go right ahead, sir. 

Senator Krrauver. These present hearings began on the 27th of 
June, and the purpose principally was to look into the role of Mr. 
Adolphe Wenzell, whom we found to have been employed as a con- 
sultant with the Bureau of the Budget, and a vice president and di- 
rector of the First Boston Corp. at the same time, during which time 
two things happened : 

First, a study was made of TVA financing, in which he made rec- 
ommendations to the Director of the Budget with reference to the 
Tennessee Valley Authority, and whether “he was authorized to or 
not, did make recommendations that went into matters of policy, 
which report was shown to the President of the United States and 
to former President Herbert Hoover, who was head of the task force 
studying, among other matters, the Tennessee Valley Authority, and 
which Commission itself recommended the sale and disposal by the 
Federal Government of the electrical properties of the TVA. 

The second phase of Mr. Wenzell’s activity was in connection with 
the Dixon-Yates negotiations which eventually led to the contract. 

The neg of his time with the Government was from March to 
September 1953, and from about January 19 or 18, until April 10, 
1954. 

With today’s hearings, the committee has decided to take a recess 
in order that we can study the record and have the hearings printed 
and assimilate the testimony that has been brought out up to date. 

Senator Lancer. Mr. Chairman, I wish that “the court reporter 
would promptly transcribe the statement you have just made. I 
would like to have a copy of it this afternoon. 

Senator Keravuver. I will ask the court reporter to do that and make 
it available to anybody else and Mr. James and Mr. Dixon, and it will 
be available to the press, too. 

In recessing the hearings at this time, we are not closing the hear- 
ings. There are still some very important witnesses who have to be 
heard. There are many unexplored avenues in this entire matter, 
still there are many conflicting statements of witnesses who have tes- 
tified, and they will have to ‘be called back to try to see if we can 
more fully understand their testimony and to reconcile divergent 
testimony that has been given. 

We have developed a ‘great deal of information about the Dixon- 
Yates contract, and yet we feel that there are many parts of it and 
parts of the negotiations in connection with it that have not seen the 
light of day. 

Also, during this period of the recess, we will prepare an interim 
report in which we will discuss the facts up to this time, and also make 
any legislative recommendations or suggestions that may be pertinent 
at the ‘present time. 

Since the Congress has adjourned, and it will be unable to make the 
report in time to get it printed, we will endeavor to have mimeo- 
eraphed copies made which will be sent to members of the committee, 
and to anyone else who may want it. 


65950—56—pt. 2——25 
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Since the very beginning of these hearings, we have met with some 
unusual and remarkable situations. One day’ s testimony would bring 
out facts or incidents which were unknown to us, which would lead to 
the requirement of some other witness to come in and tell us about it. 
We have had many remarkable situations, and I am satisfied that we 
still do not have the full story about this transaction. 

To begin with, of course, we have the testimony of Mr. Hughes, 
Rowland Hughes, the Director of the Bureau of the Budget, and this 
was remarkable testimony, particularly that part in which he stated 
that he did not believe that First Boston Corp. ever became the finan- 
cial agent, and yet it appears that Mr. Hughes had the leading oar 
in the negotiation, insofar as the Bureau of the Budget was concerned, 
of the entire contract. 

It furthermore appears that he was consulted by Mr. Wenzell on 
the possible conflict of interests, and at the very time Mr. Hughes testi- 
fied that he did not think First Boston was the financial agent, the mat- 
ter was being aired out before the Securities and Exchange Commis- 
sion and had been previous to that time. 

Following the testimony of Mr. Hughes we had our first claim of 
privilege, at which time Mr. Hughes denied us certain documents and 
memoranda which we had asked for. He did that after consulting 
with the President. The President at this time showed that apparent- 
ly he did not have full information relative to the Dixon- Yates con- 
tract or to the role which had been played by Mr. Adolphe Wenzell. 

On the following day, this subcommittee wrote the President a let- 
ter informing him in some detail of the role of Mr. Wenzell, and it 
appears that this may have been the first time that he had certain in- 
formation in connection with it. The contract was ordered by the 
President to be canceled the following day. 

While the contract has been ordered to be canceled, there is a con- 
tinuing need for this inquiry, because in subsequent hearings after that 
time, we have found that there have been various kinds of ‘interference 
with a quasi-judicial agency of the Federal Government, to wit, the Se- 
curities and Exchange Commission. We have found that there have 
been a great many conferences between these various agencies and 
conferences with the White House. 

We have noted and brought out in the record, although it should 
be explored further, the testimony from Mr. Armstrong that Mr. Sher- 
man Adams at the White House did intervene and secured a post- 
ponement or a recessing of the hearings for 3 very important days of 
the Securities and Exch: ange Commission. 

We have noted also how numerous objections were made by the at- 
torneys for the Division of Corporate Regulation to the testimony 
that the State of Tennessee was trying to bri ing out in the Securities 
and Exchange Commission. These attorneys were working under Mr. 
McDowell. 

We have noted objections to testimony to show the facts in connec- 
tion with so-called replacement ; objections to testimony to show that 
certain important parts of the contract had not in fact come into 
operation. 

We had testimony from Mr. McDowell about this. 

The connection of various people with utility firms or their connec- 
tions with law firms that have represented utilities have been brought 
out in the record. 
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We have examined into the chronology that was issued by the Atomic 
Energy Commission and by the Bureau of the Budget, which was 
supposed to be the whole story. We have found in many respects that 
this was not the entire story. Many meetings and conferences were 
omitted. 

We have found that for some strange reason Mr. Wenzell’s name 
was censored out of the chronology by the Atomic Energy Commis- 
sion upon the advice and suggestion of the Bureau of the Budget. 

We found also just a few ‘days ago, and it has been put into ‘the 
record, strangely, that while Mr. Kuykendall, the Chairman of the 
Federal Power Commission, approved the contract and wrote a letter, 
that his legal staff disapproved it and condemned it. That is going 
to require further study. 

We found out also, for whatever it may be worth, that the inter- 
locking directorate provision, 305 (b), of the Federal Power Act, has 
apps arently not been fully complied with, or there is some question as 
to whether it has been complied with by Mr. Dixon and by Mr. Cana- 
day. He is in the same situation. That will require further study. 

All of this will be documented in our report. After this investiga- 
tion we will have these witnesses come in. We have many important 
witnesses to be heard. 

Also, during this period, it has been ordered that the record be sent 
to the Comptroller General. They have shown some interest in this 
matter and the record will be sent. It has been ordered that the 

record be sent to the Department of Justice. I think also that a cer- 
tain part of the record here should be sent to the Federal Power Com- 
mission, and that will be done. 

In connection wiht the Department of Justice, I think I should say 
that it is not the province of this committee to present them with an 
indictable case—to work up their evidence for them. 

I do feel that it is the requirement of this committee to point out 
conflicts in sworn testimony, and I am certain that is the proper thing 
to do. 

Insofar as the Department of Justice is concerned, they have the 
investigative branch of the Government for the administration and 
enforcement of laws. They have the Federal Bureau of Investiga- 
tion. They were able to use the Federal Bureau of Investig gation to 
investigate the intent of the members of the commission of the city 
of Memphis, and I would suggest that, if they can do that, they cer- 
tainly can do the same thing in any investigation they make in 
connection with the record that we send down to them. 

The committee does not intend to let this matter rest at this point. 
We will go as fully as we can into all other aspects. We will give 
notice as to when our he: arings will resume. 

I want to say now, as was ‘said back when we had hearings in July 
of last year, that anyone or anybody in a Government agenc y who has 
any light to throw on this matter who wants to testify, we would like 
them to get in touch with our staff, or with Senator Langer or Senator 
O”’ Mahoney or me, and they will be given an opportunity. 

Do you want to add anything, Senator Langer? 

Senator Lancer. I think you have stated it very well, Senator. 

Senator Krrauver. We will stand in recess, subject to the further 

call of the chair. 


(Whereupon, at 2: 15 p. m., the subcommittee adjourned, subject to 
the call of the Chair.) 
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SATURDAY, NOVEMBER 12, 1955 


Untrep Srates SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MoNnopoiy 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:10 a. m. in room 
424, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (presiding), O’Mahoney, and Langer. 

Also present: Senator Dirksen; Richard Wallace, administrative 
assistant to Senator Kefauver. 

Senator Kreravver. The meeting will come to order. 

Let the record show that all three members of the subcommittee 
are here; as is Senator Dirksen of the full subcommittee. 

A matter has come up in connection with the hearing that this task 
force has been conducting, which is the subject matter of this hearing 
this morning. I have endeavored to summarize the question and 
the issue and some of the facts and circumstances leading up to it, 
all of which will be shown by witnesses who are here. 

Mr. McDowell is here, and Mr. Olney and Mr. Timbers. Who else 
is with you, Mr. McDowell ? 

Mr. McDowet.. Mr. Meeker and Mr. Timbers. 

Senator, may I just say that Mr. David Ferber and Mr. Irving 
Pollack, both of the staff of the general counsel of the SEC, are here 
because they had to do with the correspondence that you asked about. 

Senator Kerauver. Mr. Ferber and Mr. Pollack? 

Mr. McDowe tt. P-o-|-l-a-c-k. 

Senator Kerauver. Thank you very much. 

So I will ask Mr. Wallace, my administrative assistant, to read 
this summary that I have prepared, which, I hope, fairly points up 
the issue that we are involved in. Mr. Wallace? 

Mr. Wauuace. We have scheduled this hearing for the purpose of 
inquiring into certain evidence of attempted intimidation of a witness 
who was scheduled to testify before the Securities and Exchange 
Commission in the Dixon- Yates matter. 

The witness in question was Dr. Frederick Kellogg, dean of the 
School of Engineering, University of Mississippi, who had been 
retained by the city of Memphis as a rep gene Dr. Kellogg is a 
foundation and soil specialist and was to appear as a witness on 
December 20, 1954, to give testimony regarding the site which had 
been selected by the Dixon- : ates people in West Memphis, Ark. 

On Sunday, December 19, 1954, Dr. Kellogg reported to counsel 
for the State of Tennessee ‘that he had received a telephone call from 
Dr. Alton Bryant, provost of the University of Mississippi. The 
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nature of this call was such that Dr. Kellogg was asked to put in 
writing his recollection of the conversation with Dr. Bryant while 
it was still fresh in his mind, and that same day Dr. Kellogg prepared 
a memorandum describing Dr. Bryant’s call. The memorandum is 
set forth in full below: 


TELEPHONE CONVERSATION WITH Dr. ALTON BRYANT, PROVOST OF THE UNIVERSITY 
OF MISSISSIPPI 


(Confidential) 


Time: About 11:30 p. m., December 18, 1954. 
Place: Mayflower Hotel, Washington. 


Senator Kerauver. I think I should inject at this point that all 
of these documents which will be referred to have been furnished us 
by the Securities and Exchange Commission or by Mr. Timbers, per- 
sonally, in response to our request. 

Mr. WaLLAcE (reading) : 


Nore.—Below is an attempt to reconstruct the conversation mentioned. It is 
not a verbatim account. Some of the details have undoubtedly been lost. The 
call was in confidence from Dr. Bryant. The extent of this confidence has been 
modified in that the Memphis Light, Gas, and Water Board, as a client, is entitled 
to know what they are getting in the way of consulting services, and under what 
conditions. 

Dr. B—— 


Senator Keravver. That refers to Dr. Bryant, the provost; is that 
correct? Dr. Bryant is the provost of the University of Mississippi. 
Mr. Watiace. And “FHK” refers to Dr. Kellogg, the dean of the 
schoo] of engineering. [Reading :] 


PSP) 


Dr. B. Fred, are you in a place where you can talk freely? 

KHK. Yes. 

Dr. B. I don’t know quite how to bring this up. I had a call from Jackson 
about your testifying up there. They are very much upset about it. I promised 
to find out what was going on and check back. Just who are you representing? 

FHK. The Memphis Gas, Light and Water District. 

Dr. B. And who, specifically, asked you to represent them? 

FHK. Maj. Thos. H. Allen, the president. 

Dr. B. Now, just how do you propose to represent them? 

FHK. They asked me to find out what I could about the site and write a 
report stating what I would be willing to say about it. I did so, giving the 
facts I could find out and my interpretation of them. They chose to use this 
in their testimony. 

Dr. B. Are you going to condemn the site? 

FHIX. I can’t condemn it, or say it is the best site, either. I can only state 
what I consider the facts of the case. 

Dr. B. You were simply called as an expert then? 

FHK. That’s right. 

Dr. B. Do you think that is proper for faculty personnel? 

FHK. Proper and usual. Professor Sowers of Georgia Tech consults fre- 
quently for the Southern Co. and he has been helping the city of Memphis, too. 

Dr. B. What company is that? 

FHK. The Yates end of Dixon-Yates. 

Dr. B. What is his name and title? 

RUK. George F. Sowers. I think he is an associate professor at Georgia 
Tech. He is also a staff consultant for the Barrow Agee Laboratories that did 
some of the work for Ebasco on this plant site. 

Dr. B. Well, after all, we are supposed to be available for that sort of thing. 
red, 'm not going to tell you to come home. I'll tell you what happened and 
you do what you think is best. I got this call (my recollection is not clear as 
to whether the name of the person from whom tbe call was received was men- 
tioned), saying that they had been called from Washington. They said they 
had intended to contribute to our airport, and to give some equipment to the 
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engineering school, and that here you go testifying against them. I promised 
to find out just what was going on and ¢call back. The chancellor is out of 
town, and I didn’t know what else to do. Ill call them back. You do what- 
ever vou think is best. 


FHK. O. K., Alton. I talked to Mr. Dixon yesterday, and suspected some- 
thing. I’m a little surprised that they worked things this way. I am only 
appearing as a professional engineer, to state some facts and opinions. The 
Memphis people thought these would help them. I would do the same for 
Bbasco. In fact, I tried to get the drilling contract on this power site for a 
Texas fim I was representing. 

Dr. B. Well, use your best judgment. I hated to call you about this. 

(Remainder of call simply personal conversation. ) 

When the Securities and Exchange Commisison hearing opened 
on Monday, December 20, 1954, Dr. Kellogg’s memorandum was 
handed to the Commission. Thereafter Dr. Kellogg was examined 
under oath by counsel for the Dixon-Yates people concerning the 
contents of the memorandum and his telephone conversation with 
Dr. Bryant. 

That same day, Mr. Robert A. McDowell, Director, Division of 
Corporate Regulation, telephoned Dr. Bryant. Stenographic notes 
of the call were made by Mr. McDowell’s secretary. Those notes 
were transcribed and a copy was made available to Dr. Bryant. 

In that telephone conversation Mr. McDowell sought to find 
ot 

Senator Kerauver. | take it after a while we will call Mr. Me- 
Dowell and introduce the notes that he made available to this 
committee. 

Mr. Waxuacr. In that telephone conversation Mr. McDowell 
sought to find out from Dr. Bryant the names of the individuals who 
had inquired about Dr. Kellogg’s testimony. Dr. Bryant stated that 
he had not received any telephone calls except from people on the 
campus. He said that a call from Jackson did not come to him. 
He was then asked by Mr. McDowell whether there were any inquiries 
from people not on the faculty and Dr. Bryant responded: 

Some of the alumni. 

Mr. McDowell then said: 

lo you care to name them? 
and Dr. Bryant said: 

I do not think so. 


Dr. Bryant was then advised that it might be necessary for the SEC 
to send someone to Mississippi to take testimony under oath and at 
one point in the conversation according to the transcript of the phone 


call, Mr. McDowell said: 


I think I can assure you that it will be necessary— 


meaning that it would be necessary to have the testimony of those 
individuals under oath. 

At still another point in the conversation Mr. McDowell said it 
was not a question of SEC being stubborn about the matter. He 
stated : 


It may be a case of appearing before a grand jury. 

The telephone conversation was concluded with agreement between 
Mr. McDowell and Dr. Bryant that a mutually agreeable time would 
be fixed for SEC to send a representative to Mississippi. Mr. Mc- 
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Dowell gave Dr. Bryant assurances there would be no publicity. Te 
told him: 

It will be a private affair-—no press, and what you offer in the way of infor- 
mation will not be made available to the public. 

Dr. Bryant said: 

All right. 


Insofar as we know, the next move on the part of the SEC was the 
transmittal of the case to the Department of Justice on December 22, 
1954. 

Senator Kerauver. We have the copies of letters and the witnesses 
to identify them, which will be introduced in evidence after a while. 

Mr. Wauiace. On that date, Mr. William H. Timbers, SEC Gen- 
eral Counsel, transmitted to Mr. Warren Olney ILI, Assitant Attorney 
General, Criminal Division, Department of Justice, a copy of Dr. 
Kellogg’s memorandum, a copy of the transcript of Dr. Kellogg’s testi- 
mony and copy of the memorandum of the telephone conversation 
between Mr. McDowell and Dr. Bryant. Mr. Timbers advised Mr. 
Olney that this matter was being referred to the Justice Department 
at the direction of the Commission. 

On December 31, 1954, Mr. Olney returned these various documents 
to the SEC with a letter stating that the Department of Justice was 
puzzled as to why the matter had been referred to them. 

On January 5, 1955, there was a telephone conversation bet ween 
Mr. Olney and Mr. Thomas G. Meeker, Associate General Counsel, 
SEC, regarding Mr. Olney’s letter of December 31. Mr. Meeker pre- 
pared a memorandum of the conversation. The memorandum shows 
that the purpose of Mr. Meeker’s call was to clear up any misunder- 
standing concerning the purpose of the Commission in transmitting 
the materials to the Department of Justice. The memorandum indi- 
cates that the SEC had in mind the question of possible violation of 
section 1505 of the Criminal Code, and for that reason referred the 
matter to the Department of Justice for determination as to whether 
further investigation was necessary. The memorandum also dis- 
closes that Mr. Olney did not understand that to have been SEC’s pur- 
pose and requested that the material be returned to the Justice 
Department. . 

Senator Lancer. Read that again, will you, please? 

Senator Keravuver. The last paragraph? Is that the one you want? 

Senator Lancer. Yes. 

Mr. Watuace. The memorandum indicates that the SEC had in 
mind the question of possible violation of section 1505 of the Criminal 
Code, and for that reason referred the matter to the Department of 
Justice for determination as to whether further investigation was 
necessary. ‘The memorandum also disclosed that Mr. Olney did not 
understand that to have been SEC’s purpose and requested that the 
material be returned to the Justice Department. 

On the same day Mr. Meeker wrote Mr. Olney returning the 
material which had been transmitted earlier by Mr. Timbers and 
once again in his letter Mr. Meeker referred to the memorandum by 
Dr. Kellogg, Dr. Kellogg’s testimony and the transcript of telephone 
conversation between Mr. McDowell and Dr. Bryant. In addition, 
Mr. Meeker in complying with Mr. Olney’s suggestion that SEC 
indicate specifically the matters which suggest possible criminal viola- 
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tion invited Mr. Olney’s attention to the last paragraph on page 2 of 
Dr. Kellogg’s memorandum which reads as follows: 

Well, after all, we are supposed to be available for that sort of thing. Fred, 
I'm not going to tell you to come home. I'll tell you what happened and you do 
what you think is best. I got this call saying that they had been called from 
Washington. They said they had intended to contribute to our airport, and to 
give some equipment to the engineering school, and that here you go testifying 
against them. I promised to find out just what was going on and call back. The 
chancellor is out of town, and I didn’t know what else to do. Ill call them back. 
You do whatever you think is best. 

He also called attention to pages 1224-1229 of the transcript of Dr. 
Kellogg’s testimony. Mr. Meeker concluded his letter with this state- 
ment: 

As I pointed out in our telephone conversation we made no attempt to resolve 
the probative value of the material sent to you but believed that you might wish 
to make further investigation to determine whether there was conduct in viola- 
tion of title 18, United States Code, section 1505. 

A later memorandum dated January 10, 1955, from Mr. Meeker to 
Ralph H. Demmler, Chairman, Securities and Exe hange Commission, 
shows that Mr. De mmiler had conferred with Mr. Meeker on Januar y 4, 
at which time he suggested that Mr. Meeker make representations to 
the Department of Justice on the importance of conducting a prompt 
inquiry of the subject of pressure on Dr. Kellogg, a witness in the 
proceedings before SEC. The memorandum also shows that the Com- 
mission was concerned with the time factor because it was going to 
hear oral argument in the case on January 19 and apparently wanted 
this matter disposed of by that date. 

On February 4, 1955, Mr. Olney wrote Mr. Timbers that the material 
had been examined and that the Department had concluded that no 
investigation was warranted. 

Section 1505 of the Criminal Code provides: 

Whoever corruptly, or by threats or force, or by any threatening letter or com- 
munication, endeavors to influence, intimidate, or impede any witness in any 
proceeding pending before any department or agency of the United States, or in 
connection with any inquiry or investigation being had by either House, or any 
committee of either House, or any joint committee of the Congress; or 

Whoever injures any party or witness in his person or property on account of 
his attending or having attended such proceeding, inquiry, or investigation, or 
on account of his testifying or having testified to any matter pending therein, or 

Whoever corruptly, or by threats or force, or by any threatening letter or com- 
munication influences, obstructs, or impedes or endeavors to influence, obstruct, 
or impede the due and proper administration of the law under which such pro- 
ceeding is being had before such department or agency of the United States, or the 
due and proper exercise of the power of inquiry under which such inquiry or 
investigation is being had by either House, or any committee of either House or 
any joint committee of the Congress— 

Shall be fined not more than $5,000 or imprisoned not more than 5 years, or both. 

The question therefore is whether anyone had corruptly, or by 
threat or force, or by any communic ation, endeavored to influence, 
intimidate or impede Dr. Kellogg with respect to the testimony he was 
about to give before the SEC. 

Before hearing from Mr. MeDowell and Mr. Olney, there are a few 
points which must be emphasized. 

The central question which was raised by Mr. Kellogg’s memo- 

randum was whether pressure was attempted by certain ‘individuals 
with respect to Dr. Kellogg’s appearance in the Dixon-Yates case. 
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Specifically, what did Dr. Bryant say to Dr. Kellogg? First of all, 
he said: 


I had a ¢all from Jackson about your testifying up there. They are very much 
upset about it. I promised to find out what was going on and check back. 


And then Dr. Bryant said to Dr. Kellogg: 


red, I am not going to tell you to come home. I will tell you what happened 
and you do what you think is best. I got this call saying that they had been 
called from Washington. They said they had intended to contribute to our air- 
port and to give some equipment to the engineering school and that here you go 
testifying against them. 


Now as for the effect it had on Dr. Kellogg, the memorandum shows 


that Dr. Kellogg made this statement to Dr. Bryant: 


I talked to Mr. Dixon (Mr. Edgar Dixon, president of Middle South Utilities) 
yesterday and suspected something. I am a little surprised that they work 
things this way. 

And according to Dr. Kellogg’s memorandum, Dr. Bryant con- 
cluded his conversation with this statement : 


Well, use your best judgment. I hated to call you about this. 


Now it is also interesting to note that when Mr. McDowell called Dr. 
Bryant and asked him whether there had been any inquiries from 
people not on the faculty Dr. Bryant told him that some of the alumni 
had called but refused to name them. Nevertheless, the Department 
of Justice closed out the case without investigation of the incident 
because they concluded that the material which had been furnished by 
SEC did not constitute a violation of any Federal criminal statute. 

Our purpose in calling representatives of SEC and the Department 
of Justice is to find out why a thorough investigation was not made 
of this matter and on what basis the Department of Justice disposed 
of the question of possible violation of the Criminal Code. 

Senator Krerauver. Some days ago, in view of the fact that Mr. 
Dixon’s name had been mentioned in Dr. Kellogg’s memorandum of 
his telephone conversation, I sent Mr. Dixon a telegram, which I will 
ask to be read, and also received a reply which will be read and made 
a part of the record. 

Mr. Watuace. Telegram dated November 10, 1955, addressed to Mr. 
Edgar A. Dixon, 2 Rector Street, New York, N. Y.: 

We are conducting hearings beginning at 10 a. m. Saturday, room 424, Senate 
Office Building, on Justice Department and SEC handling of the Kellogg matter. 
Kellogg’s memorandum of his conversation with the provost of the University of 
Mississippi will be introduced in evidence. It says in part “I talked with Mr. 
Dixon yesterday and suspected something. I am a little surprised that they 
work things this way.” I am advising you of this natter in the event you may 
wish to appear for the purposes of making a statement. 

Estes KEFAUVER. 

Senator Kerauver. Read the reply we received. 

Mr. Watuace. The reply is dated November 11, 1955, addressed to 
the Honorable Estes Kefauver, Senate Office Building, and is as 
follows: 

Re your telegram of Thursday evening, testimony before SEC completely re- 
futes inference suggested in two ambiguous sentences of Dr. Kellogg quoted by 
you. Any public statement containing those two sentences will be inaccurate and 
misleading unless it contains following subsequent sworn testimony of Dr. 
Kellogg. In SEC Proceeding 70-3319, transcript page 1229, in response to a 
question by counsel for State of Tennessee, Dr. Kellogg testified : 
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“Q. Do you recall, Doctor, whether or not any name was mentioned during the 
course of your conversation with Dr. Bryant ? 

“A. No, sir. Do you mean any name whatscever? I can recall that, that dur- 
ing the discussion over whether or not this was a proper procedure, I mentioned 
that I had talked to Mr. Dixon, and I think what I had in mind, I do not remem 
ber exactly how the conversation went, but it was something like this: That he 
had had a talk, and it was a friendly talk, and I would be surprised if he, him- 
self, would have any objection to my appearing at a place like this.” 

Dr. Kellogg also testified at page 1250 as follows: 

“Chairman DEMMLER. Has the testimony been changed in any way by reason 
of the telephone conversation which you had with the provost of the university ? 

“The Witness. No, sir; in no way whatsoever.” 

Dr. Kellogg testified to same effect at pages 1234 and 1242-1243. If Dr. Kel- 
logg’s memorandum is referred to, I respectfully request that this telegram be 
read aloud into the record, 

EK. H. Drxon. 


Senator Kerauver. Is it the will of the committee that the 25 or 30 
pages of testimony on this subject, in which the telephone memoran- 
dum and the questions before the SEC of Dr. Kelogg are contained, 
be included in the record ? 

Senator Dirxsen. They were all supplied to the committee, were 
they not? 

Senator Keravver. They have all been supplied. 

Senator Dirksen. Then I do not see any objection. 

Senator Keravuver. Suppose we have printed in the record the ques- 
tions and answers before the SEC, where Dr. Kellogg testified with 
reference to this telephone conversation. Without objection, that will 
be done. 

(The testimony referred to follows :) 

Chairman DEMMLER. Mr. Kellogg, will you be sworn, please. 

Whereupon, Frederic H. Kellogg was called as a witness, and, having been 
first duly sworn, was examined and testified as follows: 


DIRECT EXAMINATION 


By Mr. Vopr: 


Q. Dr. Kellogg, will you please state your full name and occupation?—A, 
Frederic H. Kellogg, civil engineer, and dean of engineering at the University 
of Mississippi. 

Q. Will you state your qualifications and experience in the engineering field.— 
A. I received my engineer’s degree from the Colorado School of Mines and 
degrees of M. A. and Ph. D. in geology from the Johns Hopkins University. I have 
had 25 years of engineering experience, mainly on foundation work. This 
includes positions as engineering geologist for the Panama Canal, soil and foun- 
dation engineer for the TVA and the United States engineers. It also includes 
private consulting work for various organizations, including Westinghouse, 
tibbs and Hill, H. K. Ferguson Co., Monsanto Chemical Co., Harza Engineering 
Co., the Bombay, Punjab, and Puerto Rican governments. 

My local experience includes that as consultant for the Shawnee powerplant 
near Paducah, Ky., and in directing foundation studies for the Fulton plant above 
Memphis. This year I published a book entitled “Construction Methods and 
Machinery,” dealing with job and cost analyses in construction. 

Q. Dr. Kellogg, were you consulted by the city of Memphis with respect to the 
possible location of the M. V. G. C. plant at West Memphis, Ark.?—A. I was. 

Q. When did you arrive in Washington for the purpose of this hearing, Dr. 
Kellogg?—A. Last Thursday night. 

Q. Have you been here ever since ’?—A. Yes. sir. 

Q. Did you yesterday report to me a telephone call that you had received 
from Dr. Alton Bryant, provost of the University of Mississippi?—<A. Yes, sir. 

Q. And did I ask you to reduce to writing the conservation you had with Dr. 
Byrant?—A. That is correct, sir. 

Q. Did you do that?—A. I did. 
Q. Do you have that memorandum in hand?—A., I have it. 
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Q. Will you tell us when Dr. Bryant called you?—A. My e¢all went through 
between 11:30 p. m. and midnight in response to messages which had come 
during the afternoon and evening. 

Q. What date or day was that?—A. This was last Saturday. 

Q. You say in response to messages that you received you put in a call to 
Dr. Bryant?—A. That is right. 

Q. Had you had messages from Dr. Bryant?—A. Apparently. There were 
just messages stating “Please call Operator No. 8,” or whatever it is. 

Q. When you got Dr. Bryant on the phone what did he say to you? 

Mr. James. I object, Mr. Chairman. We know from the memorandum which 
we have before us here what the purport of that testimony is supposed to be, 
and there is nothing even in the memorandum which has been exhibited to us 
which connects what Dr. Bryant said to Mr. Kellogg in any way with the parties 
who are before this Commission. 

I respectfully urge that this kind of scandalous material should not be 
introduced into the record unless it can be counected up in some way. It is a 
press release, that is what it is. 

Chairman DEMMLER. What about that, Mr. Volpe, the matter of connecting 
up? 

Mr. Votre. Well, Mr. Chairman, I believe that Mr. James well knows, and as 
the Commission I think no doubt knows, because I made available this morning 
the contents of Dr. Kellogg’s memorandum, the conversation between Dr. 
Bryant and Dr. Kellogg connect up with the applicants in this case, and if we 
might be allowed to develop that, if we do not in the course of Dr. Kellogg’s 
testimony establish that, certainly counsel can move to strike the information 
or testimony. 

Chairman DEMMLER. Do we understand you are proceeding with this line of 
questioning with an affirmative undertaking on your part to connect it up with 
the applicants in this case? 

Mr. Votre. I think that the witness’ testimony must speak for itself. 

Chairman DeMMLER. I am asking you whether you undertake to connect this 
up? 

Mr. Votre. Well, sir, I will undertake to connect it up should any question 
develop with respect to this through a request for subpena as to the various 
people who might be involved in this matter. 

Mr. James. Mr. Chairman, I think we may as well come right out and say 
the purpose of this testimony seems to be to show that Dr. Kellogg has been 
threatened in some way with respect to his testimony here. I have discussed 
this matter with Mr. Dixon and Mr. Canaday, who represent both the Middle 
South Utilities and our officers, Mr. Dixon, president of Mississippi Valley 
Generating Co. They assure me that neither of them has done any such thing, 
nor have they authorized any such thing. 

If someone who happens to know something about this Mississippi Valley 
Generating deal down south did perchance give some shred of substance to 
what is charged here, it was completely unauthorized. We repudiate it as a 
matter of fact, and I want to assure Dr. Kellogg he can be perfectly free so far 
as the applicants are concerned to state anything that he believes to be the 
truth before this Commission without any fear from them whatsoever. 

Mr. Vorpe. Mr. Chairman, Mr. James in the course of these hearings has 
frequently made reference to speeches and testimony by counsel. I do not think 
we should deal with this question, which is a most serious one, through state- 
mnts by Mr. James as to who said what, or whether or not any applicant in this 
ease had anything to do with the matter that is under discussion. 

Chairman DemMMtER. I think the problem is presented to us now in a frame 
of reference in which we have gained a little perspective, and we will overrule 
Mr. James’ objection and permit you to proceed. 

By Mr. VOLPE: 

Q. Do you have your memorandum before you?—A. I have. 

Chairman DEMMLER. We are proceeding on the understanding that counsel 
will undertake to connect this up with the applicants. 

Mr. JAMes. Mr. Chairman, I object to the witness reading from the memo- 
randum as to this. This is not technical data. This is his recollection of a 
telephone conversation, and I think it should be tested strenuously. I object 
to his reading this into the record. I think this should be his testimony. 

Chairman DEMMLER. I think that is correct. 

We will ask the witness not have the memorandum, since he is testifying to 
a conversation which took place Saturday. 
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By Mr. VoLpre: 


Q. Do you recall, Dr. Kellogg—— 
Chairman DemMMLer. Is that the memorandum there? 
The WitNeEss. This is the memorandum; yes, sir. 
Chairman DEMMLER. What is that memorandum in front of you? 
The Wirness. That is my testimony, sir. 
Chairman DEMMLER. Oh, I beg your pardon. I am sorry. 
By Mr. VOLPE: 


Q. Do you recall what it is that Dr. Bryant first said to you when you got 
on the phone ?—A. Can I just give the substance of what he said? 

Q. Just state it any way you like, sir—A. In effect, he said he had received 
some calls questioning the propriety of my appearing here, and that he was 
ealling to find out just what went on. He said that he never in his testimony 
mentioned from whom these calls were received. He said that “they,” whoever 
“they” were, had promised to make some contributions to the university, and—— 

Q. Did he mention what those contributions were?—A. He certainly did. He 
mentioned they were a contribution to an airport which the university is attempt- 
ing to get constructed, and some equipment for our own engineering school. 

Q. When he mentioned “they,” did he mention any place or city or town?— 
A. If I recall correctly, I am fairly certain that he mentioned Jackson had 
called—the call had been from Jackson. 

@. Did he say whether or not those calls had been initiated by someone else’ 
A. 1 do not believe I understand you. He did not mention from whom the calls 
were initiated. 

Q. Did he say why, or did he indicate in any way why Jackson had called 
him?—A. Simply, he said whoever they were were very much disturbed, and he 
was calling to find out what this was all about, and let them know. 

Chairman DeMMLER. Mr. Volpe, it has been called to my attention this is very 
important testimony, and it might be better if you did not lead the witness. 

Mr. Votre. I am sorry, sir: I had no intention to try to lead the witness. I 
am simply trying to develop the story. 


By Mr. VoLre: 


Q. You started to tell the story in detail. Will you just as best you can tell 
what Dr. Bryant said, what you said to him, and we may avoid this difficulty. — 
A. He asked exactly who had employed me to testify here. What the nature of 
the testimony was, whether it was to be as an expert witness or not. Of course, 
I told him who had employed me, and that I was employed as a technical witness. 
He asked whether I considered that the testimony I was to give was proper for 
somebody in a position such as mine to give. I replied that I felt that it was 
very proper and usual, that other professors had been called in as technical 
witnesses in similar cases. 

And then he ended up by stating that he felt that that is really what we were 
there for, to make such specialized knowledge as we might have or experience as 
we might have available, and that as long as my testimony was purely factual 
he could see no objection to it. He finally said he was not calling to tell me to 
come home, but to use my own best judgment. 

Q. Now, will you tell the Commission, Dr. Kellogg, how you interpreted this 
call from Dr. Bryant?—A. Well, I simply interpreted it 

Mr. JAmMes. I object to that as calling for the state of mind of this witness. 
I think the telephone call speaks for itself. 

Chairman DEMMLER. We will overrule the objection. 

The Witness. The only way I could interpret it is that somebody objected to 
my appearing at this hearing, or at least questioned the propriety of it. I would 
not say they objected to it. I really do not know. Somebody had called and 
questioned the propriety of it. Somebody evidently from his words was very 
much disturbed. I had no intention when I got this call of saying any more 
about it until I kept thinking about it more and more, and I felt that possibly 
since I was employed by the city of Memphis that I should tell those with whom 
I was working what happened. 








3y Mr. VoLPe: 


Q. Did you say anything to Dr. Bryant about a conservation you had had 
with Mr. Dixon? 


Chairman DeEMMLER. Mr. Volpe, that, I think, is an example of leading ques- 
tions. 
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By Mr. Vo.re: 

(). Dr. Kellogg, is there anything further you want to say about the phone 
call?—A, No, sir. 

Q. Sir?—A. I do not know of anything further. 

I would say that everything that I knew, to the very best of my recollection, 
I put in this statement, and the further I get away from it the less I recollect it. 

Chairman DEMMLER. What statement are you referring to? 

The Witness. This memo which it was requested I do not read from. 

Mr. Votre. And which I would like to have at this time marked for identifi- 
cation as exhibit 14. 

(State of Tennessee exhibit No. 14 was marked for identification. ) 

The WitNEss. May I make one statement, Mr. Chairman? 

Chairman DEMMLER. Yes, sir; you may make any statement you wish, Dr. 
Kellogg. We would like to hear your statement. 

The Witness. I would like to say this: That all of us who are professors are 
extremely conscious and sensitive of our rights to state facts as we see them. 
Now, when anybody for any reason questions the propriety of our making these 
facts as we see them available to any person who wants them, we feel that we 
are more or less being constrained in the type of work that we are doing, that 
it does not give us the freedom that we must have, you might call it the academic 
freedom that you must have to stay in work like that. Therefore, I was very 
much concerned simply that anyone should have called and questioned the right 
of myself or any other professor to appear as a technical witness. 

Chairman DEMMLER. Mr. Volpe, if the Doctor in any place along the line does 
not remember anything and wants to use the memorandum to refresh his recol- 
lection, we will permit that, but only on the basis of refreshing recollection of 
something which he states he does not remember. 

By Mr. VoLre: 


Q. Do you recall, Doctor, whether or not any name was mentioned during the 
course of your conversation with Dr. Bryant?—A. No, sir. Do you mean any 
name whatsoever? I can recall that, that during the discussion over whether 
or not this was a proper procedure, I mentioned that I had talked to Mr. Dixon, 
and I think what I had in mind, I do not remember exactly how the conversation 
went, but it was something like this: That we had had a talk, and it was a 
friendly talk, and I would be surprised if he, himself, would have any objection 
to my appearing at a place like this. 

Q. Did you say anything further to Dr. Bryant with respect to your conver- 
sation?—A. May I check the memo on that, sir? 

Chairman DremMMLeER. If you do not remember, and say you would like to 
check your recollection, you may. 

The WiTNEss. I would like to check my recollection. 

Chairman DEMMLER. Rather, refresh your recollection. 

Mr. James. Mr. Chairman, I question whether this memorandum is really for 
refreshing the witness’ recollection, though. I would like to know when it was 
prepared first. The conversation took place at 11:30 p. m. on December 18. 

Chairman DEMMLER. If you want to cross-examine Dr. Kellogg on the subject 
of the preparation of this memorandum before he uses it you may do so, 


EXAMINATION ON VOIR DIRE 
By Mr. JAMES: 

Q. When was this memorandum prepared, Dr. Kellogg?—A. This memorandum 
was prepared Sunday afternoon. 

Q. That would be on the 19th, in the afternoon?—A. Yes. 

Q. Who was present when you prepared it?—A. Nobody was present when I 
prepared it. I was requested to write down—to reconstruct this conversation 
as closely as I could. 

Q. Is this the first draft of your memorandum?—A. Yes, sir. 

Q. Did you write it out in longhand first ?—A. I did. 

Q. Do you have the longhand notes from which this was transcribed ?—A. I 
really do not know, sir. 

Q. Would you look and find out whether you do have them?—A. I will check 
in ny briefcase, if I may. 

Q. I wish you would, please.—A. Ido not have them here. 

Q. Might you still have them at your hotel or wherever you are staying ?— 
A. If I don’t have them in my briefcase, I believe not. 
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Q. Where was that transcribed?—A. This was transcribed at the offices of 
the attorneys for the city of Memphis. 

Q. That is Mr. Volpe’s office?—A. Yes, sir. 

Mr. JAmes. Mr. Volpe, and Mr. Chairman, I wonder if I might request counsel 
to look and see whether they have the penciled notes from which these notes 
were transcribed? 

Mr. Vo_pr. We would be glad to. 

Mr. James. If so, I would like to have them produced. 

Mr. Vo.re. We will call right now and find out. 

By Mr. JAMES: 

Q. Would you please state—was it Mr. Volpe who asked you to prepare the 
notes of this conversation ?—A. Yesterday ; ves, sir. 

Q. When did you tell him about the conversation ?—A. That I did not tell him. 
I told only Major Allen. Frankly, I did not know what to do about this, 
whether to say anything or not, but I felt if under these conditions they did not 
want me to testify, they should have the right to say so. So I did not tell Mr. 
Volpe directly what this was until he asked me. So that the first time anything 
came up between myself and Mr. Volpe on it was when he asked me to recon- 
struct to the best of my ability just what this telephone conversaiton was. 

Q. Did you reconstruct it orally for Mr. Volpe first before you wrote it down ?— 
A. No; I did not. I went off into an office by myself and wrote it down the best 
that IT could. 

Q. You did not tell him what had been said to you by Dr. Bryant before you 
wrote it down for him?—A. I told him in substance possibly what had been said 
before he asked me to reconstruct this, in as much detail as I could. 

Q. What was his comment on that?—A. Well, his main comment was that I 
should get this down in writing as well as I could, for my own protection. 

Q. You say that was his main comment. What were his other comments?— 
A. Frankly, I do not recall. 

Mr. Vo.Pe. Mr. Boskey said our office will check to see if we still have the 
penciled memorandum. 

Chairman DEMMLER. Will it be brought over here, then? 

Mr. Votre. Yes. 


By Mr. JAMES: 


Q. Did Mr. Volpe see your penciled notes of the conversation before it was 
typed up ?—A. I could not say whether he saw them. I do not remember to whom 
I gave them. 

Mr. Vopr. Does Mr. James like that under oath, or do you want me to state it 
now? 

Mr. JAMES. I am asking the witness. 

Mr. Vopr. I would be glad to give you the answer. 

Chairman DEMMLER. I think Mr. James is entitled to examine the witness, Mr. 
Volpe, and then you would be available either to make a statement with Mr. 
James’ consent, or to talk under oath. 

Mr. Votre. All right, sir. 


By Mr. JAMES: 


Q. Did you answer that question?—A, I said, sir, I did not recall just to whom 
I gave the memo. After I wrote it. 

Q Were any revisions made in it?—A. No, sir. 

Q. None whatever?—A. There were some grammatical errors in it, I am 
ashamed of, but they are still in there. 

Q. May I ask you, Dr. Kellogg, do you now feel any personal fear or compul- 
sion in connection with your testimony here?—A. No, sir: as I say, the only thing 
that disturbs me is the fact that somebody felt that they should call the office 
of the university to question such a thing. 

Q. That disturbs me, too, Dr. Kellogg, but I think we washed this out now as 
a relevant matter in this proceeding, and I wonder if we cannot go on with the 
hearing?—A. I certainly have no objection. 

Mr JAmMes. I addressed my last remark to the Commission. 

Chairman DemMMreER. I think this was interjected as cross-examination on this 
memorandum to refresh recollection. So if you want to go on, Mr. Volpe, with 
any further questions 

Mr. James. On that point, it seems to me what we had established is the tele- 
phone conversation was one night, and the next afternoon before anything was 
written down, so it is not a contemporaneous 
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Chairman DEMMLER. It goes to its weight. 

Do you want to go ahead with more questions, if there are any, on this subject, 
anybody? 

Mr. FREEDMAN. I think that there is an unanswered question in the sense 
that Mr. Volpe asked the witness to refresh his recollection by looking at the 
memerandum, and then Mr. James questioned him. So I think there is an un- 
answered question. 

Mr. Votre. That is right. 

The WitNEss. Could I get that question again? 


DIRECT EXAMINATION (RESUMED) 


By Mr. VOLPE: 

Q. I believe the sense of the question was—TI believe the witness was about to 
examine the memorandum to see whether or not he could refresh his recollection 
as to whether or not anything more was said. 

Chairman DEMMLER. All right. We will consider that to be the question, then. 

The WiTNEss. All right. 

Mr. James. I would like to ask, have you forgotten completely whether or 
not there was any other name mentioned in the conversation ? 

What was the last question, may I ask? 

Chairman DEMMLER. The last question was whether anything else was said 
other than what has been testified to. 

Mr. James. I think as a basis for that question it should be established that 
the witness’ memory at this point is exhausted so far as the telephone conversa- 
tion is concerned. He remembers nothing else about it. Then I think he could 
be permitted to go and refresh his recollection, but I think he should exhaust his 
recollection of it, first. 

Chairman DEMMLER. Do you know anything more, or do you remember any- 
thing more about the conversation, Dr. Kellogg, that has not already been 
testified to by you? 

The WiTNEss. Well, I remember that I did mention the name of one professor 
who has given testimony of this type, and has actually been employed as an 
expert in the past by the same organization which I have been representing to 
illustrate that this was usual. I believe I mentioned that this testimony I pro- 
posed to give would be confined to such facts as I knew, with such interpretations 
as my own technical experience and training would permit me to make, that 
there would be no political testimony. 

By Mr. VOLPE: 

Q. Have you finished, Doctor?—A. I was just trying to look back and see 
what more there might be. 

Q. Was anything—I am sorry, do you still want time to think about it?— 
A. I believe I have stated the major points that I can recollect. 

Mr. JAMES. Mr. Chairman, I would like to suggest that any further questions 
along this line are now irrelevant, because the witness has stated that he feels 
no fear or compulsion with respect to his testimony here. It seems to me the 
ouly relevance of this line of questioning for this proceeding would be to estab- 
lish that the witness is not able to give true facts as to the issues which are 
before the Commission under the statute. I therefore will object to any further 
quesions along that line on the grounds of relevancy and materiality. 

Mr. Votre. I do not believe, Mr. Chairman, the relevance—— 

Chairman DEMMLER. Mr. James has simply given notice of an intention to 
objection, which we will note. 

Mr. Vorre. I do not want my silence to be indicated to mean I agree it is 
relevant only in that respect. 

sy Mr. VoOLrPe: 

Q. Dr. Kellogg, was there anything said in your conversation with Dr. Bryant 
that would in any way indicate where or how this call originated ? 

Mr. JAMES. I object to that on the grounds I have stated, and on the further 
grounds that counsel is leading the witness. 

Chairman DEMMLER. Well, we will overrule the objection, but caution counsel 
not to lead the witness, and to remind counsel that the witness has stated that 
he has already given the contents of the conversation. 

The Witness. I am going to put these facts rights out. I think I know exactly 
what is going on here, but I believe—I can be corrected if I am wrong—I believe 





POWER POLICY 1071 


my testimony must be confined to the facts that I know, not to any conjectures 
which I may have made—— 


By Mr. VOLPE: 

Q. That is right—A. Over the telephone. Such things as might have been 
put into a reconstruction of the telephone conversation for the purpose of refresh- 
ing memory and giving the best possible picture of it, it seems to me I should not 
try to bring out as facts which I know. 

If Iam wrong, I would like to be corrected. 

Mr. Votre. Would you please read my question to the witness? 

(The question was read. ) 

By Mr. VOLPE: 

Q. Did Dr. Bryant say anything to you?—A. No, sir; I understand that—no, sir. 

Q. Dr. Kellogg, Mr. James asked you if any changes were made after your 
notes were typed, and I believe you answered “No”; is that your present recol- 
lection?—A. Yes, sir; that is my recollection of it. 

Q. Were there any changes made in your handwritten notes were typed up?— 
A. Yes, sir. As I wrote up those notes, trying to remember just exactly what 
was said, one thing would lead back to something that came before, so I would go 
back and put it in. 

Chairman DeEMMLER. Mr. Volpe, may I ask what is the purpose of further 

yqualifying this memorandum? ‘The witness has indcated apparently that there 
is no need to refresh his recollection. He has testified to the—— 

Mr. Voter. Mr. Chairman, it is really just a small matter. I just want the 
record to be clear on this. There is an asterisk at the bottom of page 2, which 
eliminates a name, and I believe Mr. Boskey suggested that since Dr. Kellogg 
could not recall whether or not the name was used in the conversation that he 
should eliminate the name from the memorandum. I just wanted the record to 
show that that had occurred, since the question has come up as to what conversa- 
tions have taken place between the witness and counsel. 

By Mr. VOLPE: 

Q. Do you recall that, Dr. Kellogg ?—A. Yes, sir; I recall that. 

Mr. Vo_pre. Mr. Chairman, Mr. Boskey reports that after checking our office 
we find that Dr. Kellogg’s notes are no longer there, apparently having been 
picked up in today’s trash. There is a possibility that the trash may still be 
in the building, and we have asked our oflice to check with the building super- 
intendent to see whether or not the notes can be located. 

Chairman DEMMLER. Dr. Kellogg, did you transcribe this yourself on the type- 
writer, or was it done by the secretary? 

The Witness. It was done by a secretary. 

Chairman DeEMMLER. To whom did you give vour handwritten notes? 

The WiTnEss. I cannot remember to whom I gave it. I believe it was to one 
of the partners in the firm, but I would not want to say for sure. I may have 
given it directly to the secretary. 

Chairman DEMMLER. Were the partners of the firm present at the time you 
turned over your handwritten notes? 

The Witness. They were in the office. 

Chairman DEMMLER. I mean in the same room. 

The WitNeEss. No, sir; not in the same room. I was in a room by myself 
when I wrote these notes. 

Chairman DemMMtkEr. Yes; but when you turned them over were the partners 
of the firm present? 

The WitNeEss. That I cannot recall for sure, either. 

Mr. Vo._ree. Would the Commission like a statement of counsel? 

As a matter of fact, I would like to make a statement I did not see this state- 
ment until it had been typed. Mr. Boskey is here, and I am sure he would be 
glad to make a statement with respect to that. 

Mr. Boskry. Mr. Chairman, I did see Dr. Kellogg’s handwritten notes- -they 
were not notes—as I recall, it was the entire memorandum which has been 
brought forward today. As I read it, after he had completed it, there was one 
item that Mr. Volpe mentioned in the body of it, where a name was mentioned 
by Dr. Kellogg with a question mark next to it in parentheses. The name pur- 
portedly being the person who had made the eall from Jackson to the university. 
As I recall, I said to Dr. Kellogg, “Are you sure you recall whether that name 
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was mentioned in the telephone conversation?” Dr. Kellogg said to me, “I can- 
not recall for certain whether the name was mentioned or whether I made an 
assumption as to the person they were talking about.” I said in that event it 
seems to me it would not be fair and proper to put the name itself in this memo- 
randum, and I think I suggested that the proper way to deal with it was by the 
fvotnote that appears on page 2. 

As I recall, also, Mr. Chairman, there were two suggestions that I made to 
Dr. Kellogg, not about anything he had written down on the substance of the 
conversation, but, rather, about the explanatory note that precedes the memo- 
randum that vou have before you. If Mr. James or anyone else feels that is 
material. I would be glad to explain what those two suggestions were. 

Chairman DEMMLER. Did Dr. Kellogg give you the handwritten memorandum 
to have typed? 

Mr. RosKEY. My recollection, Mr. Chairman, is after he had finished writing 
it out in my room, but I was not in my room, I was in another room, Dr. Kellogg, 
as I recall, was in there alone, he showed me his handwritten version of this 
memorandum. I read it. We talked about this one point about the name. We 
talked about, as I recall, the two points in the introductory note at the begin- 
ning, and my best recollection, though I am not certain, is that he then gave it 
to one of the secretaries who was typing at that time. 

Chairman DEMMLER. You knew she was typing it? 

Mr. Boskey. Oh, yes. And I believe an extra set was typed up this morning 
to hand in to the Commission. 

Chairman DeEMMLER. What is her name? 

Mr. Boskey. Yesterday we had two girls in the office who are not our regular 
secretaries, because it was weekend work. I believe this memorandum was 
being typed by Anne Allen, who is one of those extra girls in the office yesterday. 

Chairman DemMMLEer. You took no steps—affirmative steps, to preserve Dr. 
Kellogg’s original handwritten memorandum? 

Mr. Boskry. We took no such steps, but he read over in our presence the typed 
version after the typing was completed. In fact, sir, and this is the version 
that was typed last night, he corrected the spelling of a name that appears in it. 
I am sure he will remember having done that. 

The Witness. I believe that is right. I corrected the spelling on one copy of 
that name. 

Mr. Bosxey. And that is the copy? 

The WitTNEss. That is the copy, yes, if it is the original. 

Mr. Votre. May I proceed with the witness? 

Mr. FREEDMAN. May I ask the witness one question in line with what Mr. 
James asked him so there is not any doubt about the fact, and that is: 

Dr. Kellogg, as a result of this conversation with Dr. Bryant, has your testi- 
mony been changed, colored, or affected in any manner, or are you restraining 
yourself in any manner with respect to any aspects of your testimony in this 
proceeding? 

The Wirness. To the first question, my testimony has not been affected in 
any manner by this conversation with Dr. Bryant. 

To the second question, the only restraint that I am trying to make is to 
keep my account as purely factual as I can, considering the fact that when I was 
even writing the statement which we are speaking about it was not then certain 
that that would be exhibited. At least, it was not in my mind. 

Mr. FreepMAN. That is all. I have nothing further at this time. 


By Mr. Votre: 


Q. Dr. Kellogg, what knowledge do you have of foundation conditions in the 
area of the MVGC plant site7—A. I have knowledge derived from work as con- 
sultant in charge of foundation studies for the Shawnee steam plant and the 
proposed Fulton steam plant and for a hospital at Memphis, from ground water 
studies of alluvial flood plain in northwest Mississippi, and from drill logs and 
samples of Mississippi geological survey. 

Q. What specific substructure data have you examined in the area of the 
proposed MVGC plant?—A. I have examined logs of drill holes available at the 
office of the district engineer, Memphis district, United States Engineers Depart- 
ment. I have examined open excavations in the vicinity of the site, informa- 
tion on bridge piers and approach piles, and foundation exploration data made 
available by Ebasco. 

Q. What experience have you had with other powerplants and substructures in 
river alluvia?—A. My experience includes residence on 10 major dams and close 
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identitication as staff or private consultant on 10 more dams and numerous other 
structures. Among these are dams of the TVA, the Missouri Valley dams of 
the United States Engineers, TVA and foreign powerplants, various bridges 
and highways. 

Q. Have you made a personal inspection of the West Memphis area?—A. Yes; 
I have driven over an area that includes those I have seen on maps as the location 
of this site. I have examined the river banks, open excavation, and excavated 
materials taken from depths down to the lower sands. 

Q. In addition, what information furnished by Ebasco have you seen on foun- 
dation explorations at the MVGC site?—A. I have seen logs of borings and pene- 
tration tests recording the number of blows required to drive a standardized 
sampler a foot into the soil. I have also seen some reports of moisture contents 
of upper soil mainly on the downstream site first considered. 

Q. According to your experience, what information would be needed before 
engineering decisions could be reached as to the location and cost of pilings and 
other substructure and foundation treatment *—A,. Density determinations from 
pits or wells, loading tests, and a soil engineering report would, in my opinion, 
be required. Preliminary design drawings, possibly of several alternative de- 
signs, would normally be made from which comparative cost estimates would be 
prepared. These would then be weighed along with all known pertinent factors 
to arrive at a final decision. 

Q. Have you read Mr. Gourdon’s testimony on this proceeding?—A. I have 
read the record of his direct testimony and cross-examination. 

Q. From this have you acquired some familiarity with regard to whether the 
information you have stated as needed has been obtained 7—A. I could not tell 
whether or not such information had been obtained. 

Q. What in general is the soil profile at the proposed site for the MVGC plant ?— 
A. An upper zone extends from the surface to depths of about 5 to 30 feet, con- 
sisting of silts deposited by floodwater and clays deposited in old sloughs. Below 
this is a zone called the upper sands consisting of fine sands of uniform grain 
size and varying density extending to depths from 30 to 50 feet below the surface. 
Below this is a zone called the lower sands consisting of coarser sands and 
gravels which extend to hard clay of Tertiary age at depths of 100 to 130 feet 
below the surface. 

Q. What foundation would be required for the proposed MVGC plant in the 
light of this soil profile7—A. Every major structure including intake pipes would 
require piles extending 30 to 60 feet or more below existing ground surface. 

Q. What more information would you need to determine pile loadings and 
depths?—A. I would need to know weights per cubic foot determined from pits 
or wells to check penetration tests which, where the pipe was being driven into 
gravel, might be high. Also I would want pile loading tests, particularly where 
dense material lies above looser material. 

Q. Would you describe the foundation problems that must be considered in 
connection with the location of the MVGC plant at this site?—A. First, there is 
the question as to how best to secure adequate capacity to bear the loads that 
must be supported. At the MVGC site, adequate bearing capacity should be 
secured in the lower sands, probably at depths of 30 to 60 feet below ground 
level. 

Second, there is the question of dewatering. If any of the main substructure 
is to be placed on sandy material below water table, water must be removed from 
the sand to prevent quicksands and caving. An alternative is to drive piles and 
keep the main substructure high. On many jobs the best economy is obtained 
by a combination of excavation while still in the dry and then pile driving. 

Third, is the question of uplift. When the river is high the water below the 
substructure exerts an upward pressure on the base of the silt-clay zone or of 
any of the substructure resting on sand. Keeping most of the substructure at 
the surface of the slit-clay zone, plus loading this zone with sufficient sand and 
gravel to prevent upheaval and boils, or installation of relief wells, or both, 
would be necessary to deal with this problem. 

Fourth, is the question of scouring away of soil around structures placed in 
flowing water. This applies to structures outside the levee. Deep penetration 
of piles is one factor used to counteract this. Scouring of banks in the area of 
the MVGC site is resisted by revetment to an extent best estimated by the United 
States Engineers. 

Fifth, is the question of water supply. A plant of this sort requires water in 
quantities comparable to the flow of a small river. The farther the plant is 
moved from the river, the more it costs to bring the water to the plant. 
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Finally, construction procedures must be considered in this connection. These 
include establishment of well-drained and adequate storage areas, well-stabilized 
roadways, and a layout permitting a steady straight-line flow of materials during 
construction. The cost of adequate facilities for use during construction is not 
great but without careful planning of location and surface drainage, other costs 
can be raised considerably. 

Q. What problems exist with respect to transmission river crossings?—A. 
Those previously discussed of pile length and scour. 

Q. How would you say that foundation conditions at the proposed MVGC site 
compare with those of other plants of similar magnitude?—A. A safe plant could 
be built at that location but it would involve costs arising from foundation soil 
and river conditions which would make the overall substructure costs significantly 
higher than at other nearby locations and would require close engineering super- 
vision of a high degree of competence. 

Q. How could these costs be avoided at other sites?—A. By keeping major 
structures on bluffs beyond the meander line (maximum line of encroachment 
of the river), proximity to water can be combined with alleviation of the scour 
problem. I would consider it cheaper to excavate dry stable earth to a level 
sufficient to bring condensers close to water level than to drive piles. Excava- 
tion and concrete operations can be scheduled on a mass-production basis, 
operating from a high well-drained tableland, thus reducing danger of schedule 
upsets and shutdowns that aggravate labor problems and raise costs. Avoiding 
of pile foundations eliminates the constant surveillance and engineering artistry 
required by such work and allows more concentration on production and 
scheduling. 

Chairman DremMMLeErR. Dr. Kellogg, when was this mimeographed testimony 
prepared? 

The WitTNEss. This mimeographed testimony, I believe, was prepared yester- 
day—late yesterday afternoon. I mean it was mimeographed then. I have 
been checking this testimony and preparing it off and on over the last 3 or 4 
days. 

Chairman DemMMLeER. Has the testimony been changed in any way by reason 
of the telephone conversation which you had with the provost of the university ? 

The WITNEss. No, sir; in no way whatsoever. 

Chairman DeEMMLER. Cross-examine. 

Mr. JAmes. Mr. Chairman, I wonder if we might have a 5-minute recess. 

Chairman DemmMter. Yes. I guess we are going to try to finish with Dr. 
Kellogg tonight. Do you think that is possible? 

Mr. James. I would be glad to try to do that, but I would like to have a 
little time to talk to our own engineers. 

Chairman DEMMLER. All right. 

Mr. James. I just saw this when he went on the stand. 

Chairman DEMMLER. If you feel it would be an injustice, if you feel it will 
work an injustice upon you, we will let it go until tomorrow morning, but we 
will give you a recess to see if you can do it with justice to your case. 

Mr. James. All right, thank you. 

(Short recess taken.) 

Chairman DemMter. All right, are we ready to proceed with the cross-exami- 
nation of Dr. Kellogg? 


CROSS-EXAMINATION 


By Mr. JAMES: 


Q. Dr. Kellogg, looking at your what we call “canned” testimony, on page 5 
where you give the considerations for the foundation problems, as they are 
ealled, in connection with the MVGC plant site, have you found anything in the 
record to indicate that any of those problems are not being given consideration 
by Ebasco Services, Inc., in connection with its engineering and design work, 
and planning work?—A. No, sir. As I say, I only have seen the information 
that Ehasco made available to me, and I have no information that indicates 
that they are not being given consideration. 

Mr. Tames. We have nothing else. 

Chairman DEMMLER. Mr. Freedan? 

Mr. FREEDAN. I have no questions. 

Mr. Votre. Just one more question: 
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REDIRECT EXAMINATION 


By Mr. VoLre: 


Q. On page 5, these various points that you made, is it your opinion that the 
information with respect to these various points should be at hand or on hand 
before a decision is made with respect to the location of pilings and plant 
structure ?—A. Why, yes, sir; before location of pilings. 

Mr. Vo.rr. That is all, sir. 

Chairman DEMMLER. Allright. Is Dr. Kellogg excused? 

Mr. JAMES. Just one minute, please. 

(Discussion off the record.) 


RECROSS-EXAMINATION 


By Mr. JAMES: 
Q. Dr. Kellogg, have you seen anything that indicates to you that such con- 
sideration as Mr. Volpe asked you about is not being given in this case by 
Ehasco Services, Inc.—A. No, sir. I have no way of knowing. 


REDIRECT EXAMINATION 
By Mr. VoLpe: 

@. Dr. Kellogg, you understand my question did not have to do with con- 
sideration, but rather had to do with information on hand?—A. Yes, sir. 

Q. You do understand that?—A. Yes, sir. 

Mr. Voter. Thank vou. 

Chairman DemMuer. All right. Is Dr. Kellogg excused? 

Mr. JAMES. Yes. 

(Witness excused.) 

Senator Kerauver. Mr. Me Dowell, will you and the other gentlemen 
from the SEC come around 2 

I think everybody has been sworn here except Mr. Ferber and Mr. 
Pollack; is that correct ? 

Senator Lancer. You swear them over again. 

Senator Kerauver. Mr. Pollack, you, and Mr. Ferber, please stand 
up. Do you solemnly swear the testimony you give will be the whole 
truth and nothing but the truth / 

Mr. Frreer. We do. 

Mr. Pottack. We do. 


TESTIMONY OF ROBERT A. McDOWELL, DIRECTOR, DIVISION OF 
CORPORATE REGULATION, SECURITIES AND EXCHANGE COM- 
MISSION ; WILLIAM H. TIMBERS, GENERAL COUNSEL, SECURITIES 
AND EXCHANGE COMMISSION; THOMAS G. MEEKER, ASSOCIATE 
GENERAL COUNSEL, SECURITIES AND EXCHANGE COMMISSION; 
DAVID FERBER, SPECIAL COUNSEL, SECURITIES AND EXCHANGE 
COMMISSION; AND IRVING POLLACK, GENERAL COUNSEL’S 
OFFICE, SECURITIES AND EXCHANGE COMMISSION 


Senator Kerauver. Mr. McDowell, I show you a memorandum con- 
sisting of eight pages, with a last sheet attached, listing the members 
of the board of trustees of the University of Mississippi. This memo- 
randum is dated December 20, 1954, and purports to be a memorandum 
of a telephone conversation between you and Dr. Alton William 
Bryant, provost of the University of Mississippi. 

Will you identify the memorandum and describe the circumstances 
under which it was prepared / 
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First, is that the memorandum of your telephone conversation ? 

Mr. McDowe tt. I believe this is a memorandum of the telephone 
conversation. 

Senator Keravver. This has been made available to the committee 
by vou? 

Mr. McDowet.. Yes, sir. 

Senator Kreravver. Just tell the circumstances under which—well, 
first, insofar as you know, Mr. McDowell, this memorandum, to the 
best of your knowledge, represents an accurate account of your tele- 
phone conversation with Dr Bryant ? 

Mr. McDowe.u. Yes, sir; it does. 

At the top of the memorandum, it is stated that this is not a verbatim 
transcript of the telephone call but is a stenographic transeription of 
the call taken down by my secretary. 

Senator KEFAUVER: All right, sir. 

Will you just tell the cire umstances of how you happened to make 
the call, and what took place? 

Mr. McDowew.. After the memorandum prepared by Dr. Kellogg 
had been circulated among the various counsel present at the morning 
session of the hearing, I believe it was December 20, 1954—— 

Senator Keravver. This was a memorandum of his telephone con- 
versation on the day before with Dr. Bryant? 

Mr. McDowety. With Dr. Bryant—we also circulated it among the 
members of the Commission. 

It was a short Commission session on the subject immediately be- 
fore the hearing was reconvened in the afternoon, the purpose of which 
was to discuss what, if anything, the Commission or the staff should 
do asa result of that memorandum. 

No action was indicated at that meeting. and I am unable to recol- 
lect exactly who generated the idea of a member of the Commission 
staff calling Dr. Bryant. It might have been me; it might have been 
some member of the Commission. But. at any rate, I went away from 
that meeting with that idea in mind. 

The Commission convened for a very short time after that, after 
which the Commission went into private session with counsel for the 
various parties in the proceeding, including counsel for the Division 
present. I was present at that second meeting, which occurred early 
in that afternoon of December 20, 1955. 

Mr. Volpe was present at that meeting. 

At that meeting there was a general discussion across the table of 
what would be the proper thing to do under the circumstances, and at 
least two courses were suggested, one of which was to turn the matter 
over to the Department of Justice, another of which was to have a 
Commission investigation of the thing, and then, thirdly, it was to 
bring out on the record in the equity financing proceeding, which was 
going forward at that time, the contents of the memorandum, and 
have Dr. Kelloge’s version of it stated from his own lips rather 
than from a memorandum which he prepared the day before. 

Those alternatives were all discussed. and after that discussion, the 
Commission, in substance, decided on the last course of action and, at 
least, so far as that particular day was concerned, and when Dr. Kel- 
logg was put on the stand, the memorandum was not introduced in 
evidence. 
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It was offered in evidence once, I find from refreshing my recollec- 
tion of the record of that afternoon. There was an objection to it, 
and it was withdrawn. 

It was later offered for identification, but it never was introduced in 
evidence as such so far as I was able to ascertain. 

Senator Kreravver. However, it is part of the record of the SEC; 
is it not ¢ 

Mr. McDoweu. Yes, sir; it is part of the record. 

Senator O’Manoney. Do I understand you to say that the Com- 
mission decided to call Dr. Bryant ? 

Mr. McDowrtn. No. Mr. Volpe was calling Dr. Kellogg. Just 
who called—just who generated—the idea of calling Dr. Bryant, | 
am unable to recollect. It might have been me; it might have been 
some member of the Commission. 

But, at any rate, I went away from those two Commission ses 
sions with the thought in mind that I should call Dr. Bryant, and went 
back to my room and did so. 

Senator O’Manonry. Well, did you have any objection to that? 

Mr. McDowetn. Absolutely none. I thought it was certainly a 
good idea, if I did not generate it myself. 

Senator O’Manonry. When the Commission had before it the de- 
cision as to whether or not Dr. Kellogg should be called, was there 
any objection ? 

Mr. McDowett. Objection to calling him asa witness, sir? 

Senator O’Manoney. Yes. 

Mr. McDowet.. Not to my recollection. I do not think anybody ob 
jected to his appearing as a witness. There was, as has already been 
pointed out from what was read here at the beginning of this session. 
some questions asked of him as to whether or not these previous calls 
would affect his testimony in any way, and he testified that they would 
not. That was read here at the beginning of the session. 

I went back up to my room with Mr. Meeker, and we put in a call 
to Dr. Bryant. Meanwhile, the hearing was going forward down- 
stairs, and I had my secretary get on the line, as you can see from 
the transcript of the call. I advised Dr. Bryant that it was being 
taken down as closely as we could take it down, and T later furnished 
him with a copy, with this same copy which you have, of what was 
taken down. 

Then I reported the conversation to the Commission. and ultimately 
furnished them with a copy of this transcript of my call. 

The Commission decided that it was not the thing which they 
wanted to investigate under section 18 (a) of the Holding Company 
Act, but rather was the kind of a thing which they thought, under the 
circumstances, should be referred directly to the Department of Justice 
for further investigation. 

That decision, which, I think was made by the Commission without 
any members of the staff present—at least I was not present—followed 
the discussion of the possibility of issuing an order of investigation 
by the Commission under section 18 (a), and some discussion of what 
would be involved in such an investigation, and how it would tie into 
and affect, one way or another, the hearings and the hearings in the 
equity financing which were in process. 

Senator O’Manoney. Is there any record of that session? 

Mr. McDowett. Yes, sir. 
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Senator O’Manoney. So that it would be possible for this com- 
mittee to know what minutes were kept of that session ? 

Mr. McDowrtz. The Commission has yesterday—the day before 
yesterday—authorized me at this session to furnish you with excerpts 
from the minutes of those various meetings of the Commission, so 
that you would have before you precise recorded action taken by the 
Commission. 

Senator Krerauver. Suppose we keep this in order. 

We will first make the notes of the telephone conversation to which 
you have been referring, between you and Dr. Bryant, a part of the 
record, and let it be copied into the record. 

(The document referred to follows :) 


(Memorandum of telephone conversation Monday afternoon, December 20, 
1954, between Mr. Robert A. McDowell, Director, Division of Corporate Regu- 
lation, Securities and Exchange Commission, and Dr. Alton William Bryant, 
provost of the University of Mississippi. This is not a verbatim transcript of 
the telephone call but is a transcription of the stenographic notes of the call taken 
down by Mrs. Annabel Miley, Mr. McDowell's secretary :) 

McDowE Lt. This is Robert A. McDowell. I am Director of the Division of 
Corporate Regulation of the Securities and Exchange Commission in Wash- 
ington. I have on the line with me Mr. Thomas Meeker, Assistant General 
Counsel of the Commission. My secretary is also on the line and she will take 
notes of the conversation which will result. 

We are in the midst of a hearing at the SEC involving the so-called Dixon- 
Yates power contract with which I think you are generally familiar. This 
morning Mr. Joseph Volpe, who is counsel for the State of Tennessee and certain 
other clients in the proceeding—and they are generally opposing the application 
which has been filed by Mississippi Valley Generating Co., the Middle South 
Co., and the Southern Co.—he passed around this morning a memorandum 
which has attached to it a summary of a telephone conversation which pur- 
portedly occurred Sunday between yourself and Dr. Fred Kellogg, whom he 
proposed at that time to call as an expert witness on soil matters. 

The purport of the summary is to the effect that you received a telephone Call 
or calls from Jackson, Miss., some time Saturday or Sunday which in turn had 
been instigated by telephone calls from Washington to Jackson presumably by 
people of the Mississippi Vailey or Middle South interests, in substance attempt- 
ing to bring pressure upon Dr. Kellogg’s withdrawal as a witness in the proceed- 
ing or at least a change in the testimony which he might give in the proceeding. 
The summary which is attached to Mr. Volpe’s memorandum was prepared by Dr. 
Kellogg himself, and states that to his knowledge he did not know the individuals 
who had talked to you. Under those circumstances the Commission is very much 
interested in this matter because there may have been a violation of the criminal 
statutes of the United States and some investigation of the things stated in the 
memorandum may have to be made. I want you to tell me the names of the indi- 
vidual or individuals who called you. 

Mr. Bryant. Let’s back up a little bit. I don’t think that I can go along with 
this memorandum—the implications of it. I would like to tell you what actually 
happened. I myself did not receive any telephone calls except from people here 
on the campus who called my attention to it, saying that they are interested in 
the role which Dean Kellogg was playing in Washington. My telephone call to 
him was simply for the purpose of informing him of the fact that an interest 
had been expressed in what his capacity was in Washington, and one of my first 
purposes in calling him was that he had not informed me of the fact that he 
was even going to Washington. As provost of the university I thought I ought to 
know that. 

I attempted to make it clear to him that no pressure was being put on him: to 
make certain that in the course of his testimony and conduct in Washington he 
stuck to the facts; and that he was perfectly free to testify so long as he stuck 
to the facts. It has been the policy of the university to keep clear of all con- 
troversial issues, particularly of political issues, but at the same time we recog- 
nize that the whole purpose of existence of the university is to serve as an agency 
whereby we assemble all of the facts that we can and bring to the faculty all of 
the people that we can. We are proud of Dean Kellogg’s reputation as a con- 
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sulting engineer. We wanted him to testify, and have no objection to his testify- 
ing. I did not intend to put any pressure on him. The reasons I did talk with 
him were: (1) To find out what his role was; and (2) to remind him of what our 
policy here at the university is, which is essentially as outlined to you before. 
Dean Kellogg is perfectly free to testify, and I would be disappointed if he did 
one single thing to deviate from the facts or color his opinion by any outside pres- 
sure that might come. As I see it, and as the University of Mississippi sees it, 
the facts are incontrovertible. We at the university have always stuck to the 
facts. 

McDowe Lu. Did you receive or did any one report to you of having received 
calls or other messages from management of Mississippi Valley Generating Co., 
Middle South, or Mississippi Power & Light, or Arkansas Power & Light, or 
Southern Co., with respect to the so-called Dixon-Yates proposal and Dean Kel- 
logg’s testimony here in Washington? 

Bryant. I received telephone inquiries to find out what Dean Kellogg’s role 
was, as he reported these telephone conversations to me, these inquiries. They 
simply wanted to know what his testimony was. 

McDowe... Would you care to tell me who they were? 

Bryant. I don’t see that would be any—— 

McDoweE tu. It may be necessary for you to say these same things under oath. 

Bryant. I have no objection, but other personalities are involved. None of 
the suggestions took the viewpoint we were to recall Kellogg from Washington 
or tell him what to say. 

McDowet.. I would like to know who made inquiries. 

Bryant. Is this going to be released to the press? 

McDowe iu. Dr. Kellogg has already held a press conference this afternoon. 

BrYANT. I would not want to have the names released 

McDowe LL. The names would not be released to the press by me or by the 
Commission. 

Bryant. Will you assure me that the names will not be released to the press? 

McDowe :t. I will not release the names to the press during the course of the 
investigation. 

Bryant. I am a law-abiding citizen and intend to abide by it. I know that 
there was no attempt to violate any law, they were calls or inquiries, and most 
of them came from alumni. I do not feel at the present time that I would like 
to give their names. 

McDowe Lt. Under those circumstances I will have to turn it over to the proper 
authorities for investigation. 

Bryant. Who has proof that the law has been violated? Because I am the 
person who talked to Dean Kellogg and apparently it was his memorandum 
which caused you to call me. 

McDowe ui. That is correct. I will read you the full memorandum: This is 
a memorandum * * * 

(Here was read to Mr. Bryant the full summary attached to Mr. Volpe’s memo- 
randum of December 19, 1954.) 

(In reading the summary, Mr. McDowell called attention to the last paragraph 
on p. 2.) 

BRYANT. You spoke of the pertinent paragraph—that is where the slip came. 

McDoweE Lt. It says: “I got this call saying that they had been called from 
Washington.” I am asking you whom you got that call from from Jackson and 
whom you called back. 

3RYANT. A call from Jackson did not come to me, and it Was simply a call 
which asked the question about what Dean Kellogg was doing. All that busi- 
ness about the equipment for the engineering school and about the airport came 
from one of our people here or on our staff and actually who said to me: “Well, 
I guess that business has put a damper on our getting the airport for these pur- 
poses.” It just reflects our own plans here. They simply asked the question for 
information—what was going on and what Dean Kellogg was doing there. 

McDowe i. Were there any conversations by these unnamed persons telling 
you that they had received a call from Washington? 

Bryant. I do not know how this whole thing started. I guess that somebody 
in Washington saw Dean Kellogg and announced it here and there. It is bound to 
be erroneous so far as I know of. I do not remember saying that. 

McDowe ti. You would deny under oath that this is a fair summary of that 
telephone call with Dr. Kellogg. 

BRYANT. Yes. 
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McDowetLt. You would also deny that you got a call from Jackson in which 
these statements were made to you and that the calls in turn referred to a call 
that you had received from Washington? 

BryANtT. I do not remember that. I think the rest of the transcript is correct. 
Dean Kellogg and I talked quite a time and I may not have made myself entirely 
clear, but I did not intend to leave the impression that they had said that the 
airport and engineering were involved. I was trying to give him all of the 
background. 

McDoweE Lt. Didn’t you call those people back? 

Bryant. They were people on the faculty. 

McDowe Ll. Were there any inquiries from people not on the faculty? 

BryYANT. Some of the alumni. 

McDOowe ti. Do you care to name them? 

BrYANT. I do not think so. Because it is a matter of personalities. 

McDoweE Lt. It may well be necessary for us to cause a person to come down 
there and to take your testimony under oath. 

BRYANT. Well if it will be necessary 

McDowe tt. I think I can assure vou that it will be necessary. 

Bryant. In that case you will just have to come because nothing of that sort 
happened. When do you think you might have someone come? 

McDoweE LL. Will you be available the rest of this week? 

BRYANT. I will be at the university the rest of the week. 


McDowe :t. I think that it may be necessary and I will get in touch with you 
again about time, ete. 


BryANT. I am not being stubborn, I want you to understand. 

McDowe Lt. It is not a question of being stubborn or not. It may be a case 
of appearing before a grand jury. 

Bryant. I hope there will be no publicity given. 

McDowe Lu. Dr. Kellogg has had a press conference. This memorandum and 
conversation has been widely circulated here in Washington. 

Bryant. I will tell you that before the press is firmed up on that-——— 

McDowE tt. I imagine it is in headlines already. 

Bryant. I hope Dean Kellogg will call me and get that pertinent paragraph 
straightened out. I think the university and I deserve the consideration of hav- 
ing such a paragraph looked over by the university before it is released. 

McDowe tt. It was released by Dr. Kellogg himself or his counsel. I will not 
say that I saw it released to the press but I do know that it was circulated 
freely, and I presumed that the press had copies. I could not swear it. 

Bryant. If you are going to send someone down, do you know when it will 
be? How much notice will I have? 

McDowet.. At least the day before. We can arrange a mutually agreeable 
time. There won’t be any trouble about that. It will be a private affair—no 
press—and what you offer in the way of information will not be available to 
the public. 

BryANt. All right. 


Senator Kerauver. Then, I take it, if you are authorized to make 
them available, we should next have the minutes bearing upon this 
particular matter of the SEC; is that all right ’ 

Mr. Trmpers. Very well, Senator. 

Senator Krerauver. We do not want any extraneous matter in the 
minutes. We just want 

Mr. Trmpers. I think we have taken the liberty, assuming you 
wanted us to do so, of including only those portions of the minutes 
which dealt with these subjects, and we have the minutes, the SEC 
minutes, of Monday, December 20, on this subject, three and a quarter 
pages; also the minutes of the Commission of Tuesday, Decauiber 91, 
on this subject, on one page; and the minutes of the meeting of the 
Commission on Wednesday, December 29, 1954, on one page; and I 
believe that constitutes all of the Commission minutes on this subject, 
and we are very glad to turn them over to the committee. 

Senator Krerauver. Thank you very much. Thank you, Mr. Tim- 
bers, they will be copied into the record as submitted. They are 
lengthy, and I will not ask that they be read at this time. 
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But you are describing what took place now, Mr. McDowell? 
Mr. McDoweE t. Yes, sir. 
(The extract of the Commission minutes previously referred to 

follows :) 

EXTRACT OF COMMISSION MINUTES 



















MEETING OF THE SECURITIES AND EXCHANGE COMMISSION, 
1954, 2:20 P. M. 


MONDAY, DECEMBER 20, 








Commissioners present: Ralph H. Demmler, Chairman, Paul R. Rowen, Clar- 
ence H. Adams, J. Sinclair Armstrong, A. Jackson Goodwin, Jr. 
Mr. McDowell, Director, Mr. Garrett, Associate Director, and Mr. Freedman, 
Assistant Director, of the Division of Corporate Kegulation; Mr. Meeker, Assist- 
unt General Counsel; Messrs. Ferber and Pollack of the Office of the General 
Counsel; and Mr. Tait, Executive Assistant to the Chairman, were present. 

The matter of the proceedings under the Public Utility Holding Company Act 
of 1935 pending in respect of Mississippi Valley Generating Co., et al (File 70- 
3319), consideration was given to a memorandum received from Joseph Volpe, 
Jr., of counsel for the State of Tennessee, et al., attached to which was a suln- 
mary of a purported “telephone conversation” said to have occurred between Dr. 
Krederick Kellogg, a faculty member of the University of Mississippi and con- 
sultant to the city of Memphis, Tenn., in the current proceedings, and Dr. Alton 
bryant, provost of the University of Mississippi, raising questions whether 
Dr. Kellogg should appear as a witness in the pending proceedings before the 
Commission. This appeared to raise questions as to the possible exertion of 
pressure upon Dr. Kellogg to withhold testimony. 

No action indicated. 

Commencing at 2:45 p. m., the Commission presided at the hearing in the 
proceedings under the Public Utility Holding Company Act of 1935 pending in 
respect of Mississippi Valley Generating Co., et al. (File 70-3319). 

At approximately 2:55 p. m., a recess was taken, the Commission inviting 
counsel to attend a private session with the Commission in its meeting room for 
the purpose of discussing the memorandum furnished by counsel to the State 
ot Tennessee, et al., with respect to the purported telephone conversation be- 
tween Dr. l'rederick Kellogg and Dr. Alton Bryant, referred to above. Counsel 
for the State of Tennessee had sought to introduce the memorandum into the 
record of the hearing, and counsel for the applicant companies had objected 
thereto. 

Mr. Volpe and his associates, representing the State of Tennessee, et al., 
Messrs. Jumes and Smith and their associates, representing the applicant 
companies, and Mr. Freedman and his associates, representing the Division of 
Corporate Regulation, were present. In addition, the following staff members 
were present: Messrs. Helfenstein and Levin of the Office of Opinion Writing ; 
Messrs. Meeker, Ferber, and Vollack of the Office of the General Counsel; and 
Messrs. ‘Lait, Gillespie, Phelan, und Uriell of the executive staff. 

Chairman Demmler suggested that this was a matter which appeared either to 
be directly involved in the proceedings now in progress, in which case it should 
be presented in some orderly fashion at the hearing, or to be something which 
the Commission should inquire into in the exercise of its investigative powers 
under section 18 of the Holding Company Act, with a resulting reference to the 
Department of Justice if a possible violation of a Federal statute is shown by 
such investigation, or to be something which should be investigated in the first 
instance by the Department of Justice. He further indicated that, insofar as 
this matter related to the present proceedings, it wouid seem to bear upon the 
credibility of any of applicants’ witnesses who might have talked with Dr. 
Bryant, the university provost, or upon the credibility of Dr. Kellogg in case his 
testimony manifests intimidation or shows an absence of unbiased testimony as 
an expert. However, Chairman Demmler observed that the normal way to 
present proof as to a matter of this nature would be through examination of a 
live witness on the stand rather than by way of a statement or memorandum 
signed by counsel. 

Mr. Volpe, of counsel for the State of Tennessee, et al., expressed agreement 
with the latter observation by Chairman Demmler. He stated that he and his 
associates were “distressed” when they learned of this development; that they 
felt duty bound to bring it to the attention of the Commission; and that he had 
been reluctant to place Dr. Kellogg on the stand for the purpose of interrogating 
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him with respect thereto without first having some indication from the Com- 
mission, such as had been afforded by the present session, as to the manner in 
which he should pursue the matter. Mr. Volpe further indicated that Dr. Kel- 
logg was also distressed about the incident, and was uncertain as to its signifi- 
cance or as to what might be its consequences, but there Mr. Volpe felt sure 
that it would in no way influence what Dr. Kellogg might say as a witness. 

Mr. James, of counsel for Middle South and its associated companies, ques- 
tioned whether a “live witness’ was available to testify with respect to the 
matter and indicated that he would want to know who among the applicant 
companies or their representatives had assertedly exercised influence. Re- 
ferring particularly to the statement made by Dr. Kellogg in his memorandum 
of telephone conversation to the effect that “I talked to Mr. Dixon yesterday, 
and suspected something,” Mr. James advised that Mr. Dixon had merely been 
introduced to Dr. Kellogg, “that is all’; and he further indicated that the 
quotation in question would suggest that Dr. Kellogg could “dream up most any- 
thing.” Mr. Volpe retorted that Mr. James should cease casting aspersions 
upon Dr. Kellogg, that Dr. Kellogg’s testimony would show that he had had a 
lengthy conversation with Mr. Dixon, and that Mr. James would have full 
opportunity to cross-examine him with respect thereto. 

Just prior to the close of the conference at 3:05 p. m., Mr. James reported 
the receipt of advice to the effect that Dr. Kellogg was presently conducting a 
conference with the press, presumably with respect to his telephone conver- 
sation with Dr. Byrant. 

The hearing was reconvened at approximately 3:05 p. m., and a further recess 
was taken at approximately 3:50 p. m., at which time the Conmission again 
discussed the Volpe memorandum reporting on the telephone conversation be- 
tween Dr. Kellogg and Dr. Bryant. Messrs. McDowell, Garrett, and Freedman 
of the Division of Corporate Regulations: Messrs. Meeker and Ferber of the 
Office of the General Counsel; and Messrs. Tait, Barlock, Phelan, Gillespie, and 
Uriell of the executive staff were present. 

Mr. McDowell reported that he had had a telephone conversation with Dr. 
Bryant, provost of the university of Mississippi, during which he had read the 
memorandum prepared by Dr. Kellogg covering his telephone conversation with 
Dr. Bryant. Mr. McDowell advised that a transcript of his telephone conversa- 
tion with Dr. Bryant was being prepared: that Dr. Bryant did not deny that 
he had had a telephone conversation with Dr. Kellogg but denied that Dr. 
Kellogg’s memorandum was a fair summary of the conversation, particularly 
the paragraph which stated in part: “I got this call saying that they had been 
called from Washington. They said they had intended to contribute to our air- 
port, and to give some equipment to the engineering school, and that here you 
go testifying against them”; and that Dr. Bryant had refused to disclose with 
whom he had talked except to indicate that they were members of the university 
faculty and alumni. 

Mr. McDowell further recommended that, in order to fully develop the facts 
with respect to the Kellogg-Bryant telephone conversation, the Commission 
should order a formal investigation for the purpose of taking testimony under 
oath. The Commission directed the preparation of an appropriate investigation 
order for its consideration. 

* * * * * * * 

At 5:30 p. m., a meeting of the Commission was convened, Messrs. Demmler, 
Rowen, Adams, Armstrong, and Goodwin being present. 

Mr. McDowell, Director, Mr. Garrett, Associate Director, Mr. Freedman, As- 
sistant Director, and Mr. Lester of the Division of Corporate Regulations; Mr. 
Tait, executive assistant to the Chairman; and Messrs. Barlock, Phelan, and 
Gillespie of the executive staff were present. 

Further discussion was had concerning the Kellogg-Bryant telephone con- 
versation referred to above, the Director of the Division of Corporate Regulation 
presenting the transcript of his telephone conversation with Dr. Bryant with 
respect thereto, together with a proposed order authorizing a formal investiga- 
tion into the matter. 

No action indicated. 


ae * * * * 
OrvAL L. DuBots, Secretary. 
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MEETING OF THE SECURITIES AND EXCHANGE COMMISSION, TUESDAY, DECEMBER 21, 
1954, 9:40 A. M. 


Commissioners present: Ralph H. Demmler, Chairman, Paul R. Rowen, Clar- 
ence H. Adams, J. Sinclair Armstrong, and A. Jackson Goodwin, Jr. 

7 - * es * ~ «€ 

Further discussion was had concerning the Bryant-Kellogg telephone con- 
versation referred to by Dr. Frederick Kellogg in his testimony on December 
20, 1954, in the proceedings under the Public Utility Holding Company Act of 
1935 in the matter of Mississippi Valley Generating Company, et al. (file T0- 
3319), as well as in the Memorandum for the Files prepared by Mr. Joseph Volpe, 
Jr., of counsel for the State of Tennessee (copies of which were delivered to the 
Commission), attached to which was a telephone conversation memorandum pre- 
pared by Dr. Kellogg. 

The Commission instructed that the Office of the General Counsel prepare for 
the Commission's consideration a draft of a letter transmitting to the Depart 
ment of Justice, for such action, if any, as it might deem appropriate, a copy of 
the transcript of Dr. Kellogg’s testimony, a copy of the Volpe memorandum and 
its attachment, and a copy of the transcript of the telephone conference of Decem- 
ber 20, 1954, between Dr. Alton Bryant and Mr. McDowell, Director, Division of 
Corporate Regulation, with respect to the Bryant-Kellogg telephone conversation. 

2. 7 * * * * * 
OrvaL L. DuBors, Secretary. 


MEETING OF THE SECURITIES AND EXCHANGE COMMISSION, WASHINGTON, 
DECEMBER 2%, 1954, 11:30 A. M. 


Commissioners present: Ralph H. Demmler, Chairman; Paul R. Rowen; J. 

Sinclair Armstrong; and A. Jackson Goodwin, Jr. 
+ +. * 7 * a” * 

Mr. McDowell, Director of the Division of Corporate Regulation, was present. 

The Commission was advised by a memorandum dated December 29, 1954, from 
the General Counsel that Alton W. Bryant, provost of the University of Missis- 
sippi, had requested a copy of the memorandum prepared by Mr. McDowell, Direc- 
tor of the Division of Corporate Regulation, with respect to the telephone 
conference of December 20, 1954, between Mr. Bryant and Mr. McDowell concern- 
ing Mr. Bryant’s earlier telephone conversation with Dean Frederick M. Kellogg, 
referred to in the latter’s testimony in the matter of Mississippi Valley Generat- 
ing Company, et al. (file 70-3319). 

Upon the recommendation of the General Counsel, the Commission granted the 
request. 


7 * * o * ® . 
Orval L. DuBois, Secretary. 

Senator Kerauver. Go ahead, Mr. McDowell. 

Mr. McDowe tt. I think I have completed my share in the proceed- 
Ings. 

Senator O’Manoney. Mr. Chairman, I suggest that either Mr. Mc- 
Dowell or Mr. Timbers summarize for the committee the contents of 
these minutes. 

Was there any, for example—— 

Mr. McDowe tt. I have got a set. 

Mr. Timeers. I think Mr. McDowell can do that. 

Senator Kerauver. Summarize again just what took place in each 
of these two committee meetings. 

Mr. McDowett. As I indicated, the first one was early in the session 
of December 20, and at that time I was present at that meeting, and 
the minutes say that consideration was given to the memorandum of 
telephone conversation between Dr. Kellogg and Dr. Bryant. 


This appeared to raise questions as to the possible exertion of pressure upon Dr. 
Kellogg to withhold testimony— 


the minute says. 
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Senator O’Manoney. I do not want you to repeat what the sessions 
were at which you were present 

Mr. McDowe t. No action was indicated. 

Senator O’Manoney (continuing). But, rather, the minutes of the 
sessions at which you were not present. 

Mr. McDowe tt. Well, the only one I was not present at, to the best 
of my recollection, was 

Senator O'Msioney. I think you have already described those. 

Mr. McDowe tt (continuing). Was the one of Tuesday, December 
21, 1954, at 9:40 a.m. That apparently was a session of the Com- 
mission at which sew is no indication in this excerpt as to whether any 
members of the staff were present. 

I think I have to presume, under those circumstances, that there 
were none present, although since I do not recall the meeting I would 
not be able to swear to that. 

It says: 

Further discussion was had concerning the Bryant-Kellogg telephone con- 
versation— 
and it goes on to say that the Commission instructed that the Office of 
the General Counsel prepare for the Commission’s consideratiun a 
draft of a letter transmitting to the Department of Justice, for such 
action, if any, as it might deem appropriate, a copy of the tr: inscript 
of Dr. Kellogg’s testimony, a copy of the Volpe memorandum and its 
attachment, and a copy of the transcript of the telephone conference 
of December 20, 1954, between Dr. Alton Bryant and Mr. McDowell. 

Senator O’Manonry. Would you assume, from reading that extract 
from the minutes, that the decision was unanimous? 

Mr. McDowe tt. I would assume it was. There is no indication 
though. 

Senator O’MAnonry. There is nothing in it 

Mr. McDowrtu. That is not indicated in the Commission’s min- 
utes, but I would assume that it was 

Senator O’Manonery. But when there is no opposition indicated in 
the final action, it would appear, would it not, that although there 
may have been debate before final action was taken, that at the time 
final action was taken, nobody regarded that the matter was of suffi- 
cient form to note an objection ? 

Mr. McDowett. I think that is correct, sir. 

Senator Kreravuver. At any rate, it was the decision of the Com- 
mission to refer the matter to the Department of Justice? 

Mr. McDowe ut. Yes, sir. 

Senator Kerauver. And on the first page, the question seems to be 
presented, “This appeared to raise questions as to the possible exer- 
tion of pressure upon Dr. Kellogg to withhold testimony”? 

Mr. McDowe tt. Yes, sir. 

Senator Kreravuver. That is the finding of the Commission. 

Now, then, proceed from there, Mr. McDowell. 

Mr. McDowett. Well, I am at a loss to know what you want me to 
say next. : 

Senator Krravver. Then you talked with Dr. Bryant; you have 


referred to that. You talked with Dr. Bryant on the telephone? 
Mr. McDowett. Yes. 





POWER POLICY 1085 


Senator Keravuver. Then, Mr. McDowell, the next is a letter trans- 
mitting the matter to the Department of Justice. 

Do you have a copy of the letter transmitting the matter to the 
Department of Justice ? 

Mr. McDowe.u. May I suggest on that, Senator, that after the 
matter was decided by the Commission, after it was decided by the 
Commission on December 21 to refer the matter to the Department of 
Justice, my connections with the thing were discontinued, and the 
matter was in the hands of the General Counsel's Office ; ; and I would 
suggest that you direct questions of that nature to the two represent- 
ing the General Counsel’s Office. 

Senator Keravuver. Mr. Timbers or Mr. Meeker, how did you refer 
the matter to the Department of Justice? 

Mr. Merker. I believe under cover of a letter dated December 22, 
1954. 

Senator Kerauver. December 22. We will have this letter made a 
part of the record, but suppose you read it, Mr. Timbers; it is short. 
Do not read the caption. 

Mr. Trmpers. It is addressed to Hon. Warren Olney IIT: 


Dear Mr. OLNEY. On December 21— 


J have a notation here that probably it should be December 20. 
Senator Keravver. Yes; apparently so. 
Mr. Timbers (continuing) : 


In the course of hearings which the Commission has just completed in the matter 
of Mississippi Valley Generating Company, et al. (S. E. C. Docket No. 70-3319), 
Joseph Volpe, Jr., Esq., counsel for the State of Tennessee and various other 
parties opposing the application, made available to the Commission as well 
as others the enclosed memorandum, which relates to a purported telephone call 
between Dr. Frederick Kellogg, dean of the School of Engineering at the Uni- 
versity of Mississippi, whom Mr. Volpe previously stated he would call as an 
expert witness, and Mr. Alton Bryant, provost of the University of Mississippi. 

Mr. Kellogg subsequently testified with respect to the same occurrence and a 
copy of his transcript of testimony also is enclosed. 

Mr. Robert A. McDowell, Director of the Commission’s Division of Corporate 
Regulation, communicated by telephone yesterday with Dr. Alton Bryant. A 
memorandum of this telephone conversation with Dr. Bryant also is enclosed. 

At the direction of the Commission, we are referring this material to you for 
such consideration as you may deem appropriate. 

Sincerely yours, 
WitraM H. Trmners, General Counsel. 


Senator Kerauver. When is the next that anybody heard any- 
thing, had any communication or conversation with the Department 
of Justice? 

Senator O’Manonrey. Mr. Chairman, before that question is an- 
swered, may I ask Mr. Timbers if Mr. Demmler was chairman at the 
time this letter was written ? 

Mr. Trmpers. Yes, sir; he was, Senator. 

Senator O’Manoney. All right. 

Senator Keravuver. I think it is well to bring out who the chairman 
was. 

What was the next communication, or conversation, with the De- 
partment of Justice? 

Senator O’Manonery. There was a question you had asked, Mr. 
Chairman; I interrupted you. The reporter, I think, will read it to 
the witness. 

(The question was read by the reporter as requested. ) 
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Mr. Trupers. According to my file, and I think it is correct, Mr. 
Chairman, on December 27, 1954, Mr. Ferber, of my staff, had a tele- 
phone conversation with Mr. Alan Lindsay of the Department of 
Justice. 

I believe Mr. Lindsay was at that time in Mr. Olney’s office, and 
that telephone conference was recorded by Mr. Ferber in a memoran- 
dum dated December 27, 1954. 

Senator Krerauver. We will have that read into the record in full; 


it is rather brief. Do you want to read it? 


Mr. Timsers. Do you wish me to read it, sir? 
Senator Kerauver. Yes, sir. 
Mr. Timpers (reading) : 


MEMORANDUM OF TELEPHONE CONFERENCE 


DECEMBER 27, 
Between: Alan A. Lindsay, of the Department of Justice. 
And: David Ferber, special counsel. 
Re Mississippi Valley Generating Co., et al. 

$y inquiring at Mr. Olney’s office, I was advised that Mr. Lindsay was 
handling the matter, arising out of the above case, which Mr. Timbers had 
delivered to Mr. Olney’s ofiice on December 29, 1954. 

Obviously there is something wrong with that date. 

Senator Krrauver. Well, that must be December 22; that was the 
date of the letter. 

Mr. Timeers. I think that refers to the date of December 22, the 
date of the letter we just read. 

I advised Mr. Lindsay that Mr. McDowell had received a letter from Mr. 
Alton Bryant, provost of the University of Mississippi, stating that he would 
appreciate receiving a copy of the transcript of the telephone conversation with 
Mr. MeDowell of December 20, 1954, if such action should be consistent with 
the policy of the Commission. I told Mr. Lindsay that neither Mr. McDowell 
nor this office had any objections to sending a copy of Mr. McDowell’s memo- 
randum of that telephone conference to Mr. Bryant, but that we wanted to be 
sure that there would be no objections on the part of the Department of Justice. 

Mr. Lindsay advised me that the Department of Justice has no objection. 

Senator Kreravuver. Then the next communication. 

Mr. Trapers. I believe it was my letter of December 29. 

Senator Kerauver. By the way, Mr. Lindsay is the executive as- 
sistant to Mr. Olney; is that correct? 

Mr. Troveers. He was at that time. 

Senator Kerauver. He was at that time. All right. 

What is he now? 

Mr. Timpers. I do not happen to know. I think, perhaps, I should 
let Mr. Olney speak for himself. 

Senator Kerauver. What is his position now, Mr. Olney? 

Mr. Otnry. He is in private practice in Oakland, Calif. 

Senator Kerauver. He is not with the Department now? 

Mr. Otney. No, sir. 

Senator Krerauver. All right, sir. 

Mr. Trmpers. I believe the next communication was dated Decem- 
ber 29, 1954, from me to Mr. Olney. 


Attention: Alan A. Lindsay. 

DEAR Mr. OLNEY: Last week I delivered certain documents relating to the 
testimony of Professor Kellogg in the matter of Mississippi Valley Generating 
Company et al. (S. E. C. File No. 70-3319). 

We have since received a letter from Mr. Volpe, attorney for the State of 
Tennessee. and others, dated December 27, 1954, enclosing an affidavit of Dr. 
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Kellogg, sworn to December 24, 1954, relating to a fragment of a handwritten 
draft of Mr. Kellogg’s original statement. I am enclosing a copy of the Kellogg 
affidavit, attached to which is a copy of the fragment of the handwritten draft 


of Mr. Kellogg’s statement. 

Senator Kerauver. And signed by you? 

Mr. Trmuers. Signed by me. 

Senator Krravuver. This is the fragment—in other words, is that 
part of what Mr. Kellogg had written out reconstructing his telephone 
conversation ? 

Mr. Timpers. Yes, sir; I belive it is. I do not happen to have 


a copy of the Kelloge aflidavit referred to here e, but I am sure we can 
get it if you do not have it. 


Mr. McDowex-. It is in the record, sir. 

Senator Krerauver. Yes; this is in the record. 

In other words, Dr. Kellogg had written out in longhand his recon- 
struction of the telephone conversation, and this is a part of it? 

Mr. McDowett. He had written it out in longhand first, sir, and 
then he turned it over to a secretary in Mr. Volpe’s office to type from, 
and after it had been typed, the handwritten draft had been appar- 
ently discarded in the wastebasket, and at the equity financing hear- 
ings in December 1954, the attorney for the applicants insisted that 
the original be produced, and so a search was made for it, and this 
only was recovered. In other words, the balance of the typewritten 
draft could not be found in the refuse of the building where Mr. 
Volpe’s office was located. 

Senator Kerauver. We will just identify this as part of the record ; 
it is part of what he had written. 

Senator Lancer. Can’t you get an exhibit number on that, Mr. 
Chairman ? 

Senator Kerauver. These others are read in the record, and we will 
make that exhibit 1, then. 

(The typewritten document referred to was marked as “Exhibit 
No. 1” and is on file with the committee. ) 

Snator Kerauver. What is the next you heard ? 

Mr. Timbers. The next I have in my records, Mr. Chairman, is a let- 
ter from Mr. McDowell to Mr. Bryant, provost, University of Missis- 
sippi, December 29, 1954, in which he simply enclosed a memorandum 
of the telephone conversation. 

Senator Keravuver. Let that be exhibit 2; it speaks for itself. 

(The letter of December 29, 1954, was marked “Exhibit No. 2” and 
is on file with the committee.) 

Senator Krerauver. What is the next, then? 

Mr. Trmpers. The next I have is a letter, or a copy of a letter, from 
Mr. Olney to me, dated December 31, 1954, which, I believe, you pre- 
viously referred to. 

Senator Krrauver. That has been previously referred to. 

What is the date of that ? 

Mr. Timpers. December 31, 1954, referred to in your statement at 
the beginning of the session. 

Senator Kerauver. We have here a December 31 letter to you from 
Mr. Olney, which we will make exhibit No. 3. 

(The document, dated December 31, 1954, was marked “Exhibit 
No, 3” and is on file with the committee. ) 
65950—56—pt. 2—27 
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Senator Kerauver. Can you give the purport of this letter ? 

Mr. Timpers. I think it was at least referred to in your opening 
statement. 

Senator Keravuver. Yes. 

Senator O’Manoney. Correctly referred to. 

Mr. Trupers. I believe so, Senator. 

Senator Kerauver. Just asking why the thing was sent to them; 
is that the purport of it ? 

Mr. Trupers. That is right; returning the file to us. 

Senator Keravuver. And returning the file to you? 

Senator Lancer. Why not read the entire letter ? 

Senator Kreravuver. All right. 

Mr. Trmsers. This is the letter dated December 31, 1954, by Mr. 
Warren Olney to me. 


DEAR Mr. TrImMBERS: I have received a letter from you, dated December 22, 
1954, on the above-entitled matter and addressed to me as Assistant Attorney 
General in charge of the Criminal Division, which enclosed certain memorandum 
and transcripts relating to the testimony of Dr. Frederick Kellogg, dean of the 
school of engineering at the University of Mississippi, before the Securities and 
Exchange Commission. These materials are returned herewith as I am at loss 
to know why they were transmitted to me. Your letter of transmittal merely 
states that the materials are being referred to me at the direction of the Com- 
mission for such consideration as I may deem appropriate. 

The Criminal Division of the Department of Justice is concerned only with 
the prosecution ef violations of Federal criminal statutes and the enforcement 
of the Federal criminal laws generally. Neither your letter nor the attached 
materials contain any allegatitons or even suggestions of criminal conduct of 
any kind on the part of anyone. While it is possible that there may be some 
divergence between the statements attributed to Dr. Kellogg and those attrib- 
uted to Dr. Alton Bryant, their resolution would appear to be a function of the 
Securities and Exchange Commission and not of the Criminal Division. If there 
is some aspect of this matter pertaining to possible criminal conduct on the 
part of anyone which has escaped my attentiton, I am, of course, prepared to 
consider the matter further. 

Sincerely, 
WARREN OLNEY III, 
Assistant Attorney General. 


Senator Kerauver. After that letter of December 31, what hap- 
pened next ? 

Mr. Trmpers. Mr. Meeker, Assistant General Counsel, wrote a let- 
ter to Mr. Olney, dated January 5, 1955, which also has been referred 
to in your opening statement. 

Senator Krrauver. We will make that exhibit No. 4. 

(The document dated January 5, 1955, was marked “Exhibit No. 
4,” and is on file with the committee. ) 

Senator Kreravver. I suppose you might just as well read this letter, 
too. 

Mr. Trueers. May I suggest that Mr. Meeker, since he wrote it, 
read it, since he has a better voice than I have. 

Mr. Meexer. Mr. Chairman, the letter reads as follows: 


JANUARY 5, 1955. 

Re In the matter of the Mississippi Valley Generating Co., Middle South Utilities, 

Inc., the Southern Co. (File No. 70-3319). 
Hon. WARREN OLNEY III, 

Assistant Attorney General, 
Department of Justice, Washington, D. C. 

Dear Mr. OLNEY: In the absence of Mr. Timbers, I wish to acknowledge your 

letter of December 31, 1954, in which you returned certain materials which Mr. 
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Timbers transmitted to you on December 22, relating to a witness in the above 
proceeding, Dr. Frederick H. Kellogg. From your letter and our telephone con- 
versation yesterday, it appears that there has been a misunderstanding as to the 
reason for our transmittal of these materials to you. 

During the course of a public hearing before this Commission in the above- 
entitled matter, Joseph Volpe, Jr., Esq., counsel for the State of Tennessee and 
others, presented a memorandum dated December 19, 1954. In this memorandum 
Mr. Volpe called attention to a memorandum of telephone conversation between 
Dr. Alton W. Bryant, provost of the University of Mississippi, and Dr. Frederick 
H. Kellogg, dean of engineering of the University of Mississippi, prepared by the 
latter and attached to Mr. Volpe’s memorandum (enclosure No. 1). 

In light of the suggestion in the memorandum prepared by Dr. Kellogg, who had 
been announced by Mr. Volpe as a prospective witness, of an alleged effort to 
influence Dr. Kellogg, Mr. Robert A. McDowell, Director of the Commission’s 
Division of Corporate Regulation, with the undersigned, called Dr. Bryant, the 
other party to the telephone conversation referred to by Dr. Kellogg. A memo- 
randum of this telephone conversation is enclosed (enclosure No. 2). 

Subsequently Dr. Kellogg testified in the proceeding. A transcript of his 
testimony before the Commission is also enclosed (enclosure No. 3). 

In accordance with your suggestion that we indicate specifically the matters 
which suggest a possible criminal violation, we invite your attention to the last 
paragraph on page’2 of the memorandum of telephone conversation between Dr. 
Bryant and Dr. Kellogg (enclosure No. 1), and to pages 1224-1229 of the 
transcript of testimony of Dr. Frederick H. Kellogg (enclosure No. 2). In this 
connection, you will note that Dr. Bryant gives a somewhat different version 
of his telephone conversation with Dr. Kellogg and the matters involved. See 
pages 2-6 of the memorandum of telephone conversation between Dr. Bryant 
and Messrs. McDowell and Meeker (enclosure No. 3). 

Since Mr. Timbers’ letter of December 22, the American Public Power Associa- 
tion filed on December 28, 1954, a statement in the proceeding, a copy of which 
is enclosed (enclosure No. 4). I call your attention to pages 14 through 16 thereof 
which refer to this incident. 

As I pointed out in our telephone conversation, we made no attempt to resolve 
the probative value of the material sent to you but believed that you might wish 
to make further investigation to determine whether there was conduct in viola- 
tion of 18 United States Code, section 1505. 

Sincerely yours— 


Senator Kerauver. Mr. Meeker, I believe on the same day that you 
hada telephone conversation with Mr. Olney—— 

Mr. Merxer. That is correct, Mr. Chairman. 

Senator Kerauver. Of which you made a memorandum; and we 
will make the memorandum exhibit No. 5. 

Will you read the memorandum ? 

Mr. Trmpers. If I may interject, Mr. Chairman, it should be noted 
that the letter Mr. Meeker just read, the rather lengthy letter dated 
January 5, was actually delivered by messenger the following day, 
January 6; so the memorandum he is now about to read, the telephone 
conversation with Mr. Olney, occurred before Mr. Olney received the 
longer letter just read. 

Senator Keravver. All right; thank you, sir. 
Mr. Meeker (reading) : 


MEMORANDUM OF TELEPHONE CONVERSATION, JANUARY 5, 1955 


Between: Warren Olney III, Assistant Attorney General and Thomas G. Meeker. 
Re Mississippi Valley Generating Co. 


I called Mr. Olney this afternoon with reference to his letter to Mr. Timbers 
under date of December 31, 1954. I told Mr. Olney that we were concerned lest 
he had misunderstood the purpose of the Commission in transmitting the mate 
rials which Mr. Timbers had delivered to his office under date of his letter of 
December 22. Mr. Olney was advised that we had done nothing more than 
make a preliminary investigation and had submitted the material to them with 
the thought that they would review and determine whether any further investi- 
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gation need be made and that we particularly had in mind the possible application 
of section 1505 of title 18. 


Mr. Olney replied that they did not understand that this was our purpose. 
It had been their belief, Mr. Olney stated, that we were concerned about possible 
perjury. He suggested that we return the material to him with a full letter 
spelling out just what witnesses we thought might have been tampered with, 
what statements or evidence we had indicating the same and what allegations, 


if any, we thought which would bring this matter within the scope of section 
1505. I told him that we would comply forthwith. 


During our conversation I told Mr. Olney that the Commission was interested 
in the time factor in their consideration of the papers we had sent them because 
of the fact that it would hear oral argument on January 19. 

(The memorandum of January 5, 1955, was marked “Exhibit No. 
5,” and is on file with the committee. ) 

Senator Keravuver. Apparently, Mr. Timbers, the letter of Janu- 
ary 5 was written after ‘this telephone conv ersation. 

Mr. Meexer. That is correct, Mr. Chairman. 

Senator Kerauver. Now, what happened then ? 

Mr. Trupers. I believe the next was a communication from Mr. 
Meeker to Mr. Olney, dated January 6, 1955. 

Mr. Merxer. It is a very short letter, Mr. Chairman. 

Senator Kerauver. We will make that exhibit No. 6, but you 
read it. 

(The letter dated January 6, 1955, was marked “Exhibit No. 6,” 
and is on file with the committee.) 

Mr. Meexer (reading) : 


Dear Mr. OLNEY: Your letter of January 5, 1955, to Mr. Timbers apparently 
crossed my letter of the same date. I am returning herewith the material en- 


closed in your letter of January 5 since it is supplementary to the enclosures 
in my letter. 


Very truly yours. 


Senator Krrauver. Then what happened next? 

Mr. Timerers. I believe the next we have in our file, Mr. Chairman, is 
a memorandum from Mr. Meeker to Ralph H. Demmler, then chair- 
man of the SEC, dated January 10, 1955. 

Senator Krrauver. Let us make ‘that exhibit No. 7. 

( The memorandum of January 10, 1955, was marked “Exhibit No. 
7,” and is on file with the committee. ) 

Senator Lancer. What is the memorandum, between whom? 

Mr. Toeers. It is the memorandum from Mr. Meeker, Assistant 
General Counsel, to Mr. Demmler, then Chairman of the SEC, dated 
January 10, 1955. 

Senator Lancer. Thank you. 

Mr. Mrrxer. Mr. Chairman, reading the memorandum, the memo- 
randum is dated January 10, 1955, and is to Ralph H. Demmler, Chair- 
man; from Thomas G. Meeker, Assistant General Counsel; re Mis- 
sissippi Valley Generating Co., Middle South Utilities, Inc., the South- 

ern Co. 


Subsequent to our conversation of January 4 at which time you suggested that 
I make representations to the Department of Justice on the importance of their 
conducting a prompt inquiry of the suggestions of pressure on Dr. Kellogg, a wit- 
ness in the proceedings before this Commission, I showed you Mr. Olney’s let- 
ter under date of December 31 which I had not seen when I talked with you. 
Thereafter, I called Mr. Olney, who explained that the Department had not under- 
stood the purpose of Mr. Timbers’ letter of December 22 transmitting certain ma- 
terials concerning the affair to Mr. Olney. The materials returned by Mr. Ol- 
ney to this office were sent to him by messenger on January 6, 1955, with a letter 





POWER POLICY 1091 


suggesting in detail the reasons for the transmittal. You will reeall that I 
cleared this letter with you on the morning of the 6th. 

During the course of my conversation with Mr. Olney, I mentioned to him that 
the Commission was concerned with the time factor in this case inasmuch as it 
was going to hear oral argument on January 19. 

I should point out also that in returning the materials to Mr. Olney, we also 
included the statement of the American Public Power Association which con- 
tains reference to the Kellogg incident. 


Senator Kerauver. What happened after the memorandum of Jan- 
PI 
uary 10% 

Mr. Timpers. The final document I have in my file, Mr. Chairman, 
is a letter from Mr. Olney, addressed to me under date of February 
4, 1955. 

Senator Kerauver. We will make that exhibit No. 8. 

(The letter dated February 4, 1955, was marked “Exhibit No. 8,” 
and is on file with the committee. ) 

Senator Krrauver. Read it. 

rT > ‘ ve ; . 

Mr. Trmpers (reading) : 

Dear Mr. Timbers: This is in reply to Mr. Meeker’s letters dated January 5 
and 6, 1955, relative to Dr. Frederick H. Kellogg, a witness in the above-captioned 
matter. 

We have reexamined the material formerly submitted by you consisting of the 
testimony of Dr. Kellogg on December 20, 1954 (tr. 1219-1252), the copy of Mr. 
Volpe’s memorandum dated December 19, 1954, and the copy of Dr. Kellogg’s 
memorandum of his telephone conversation with Dr. Bryant on December 19, 
1954. We have also examined the 8-page memorandum of a telephone con- 
versation between Dr. Bryant and Mr. Robert A. McDowell on December 20, 1954, 
the photostat of the affidavit of Dr. Kellogg dated December 24, 1954, the photo- 
stat of a fragment of handwritten notes dated December 21, 1954, by the Security 
and Exchange Commission and the copy of the statement of the American Pub- 
lic Power Association date stamped December 28, 1954, all of which were enclosed 
in your above-mentioned letters. The facts set forth in these materials do not 
coustitute a violation of any Federal criminal statute by either Dr. Bryant or 
Dr. Kellogg, nor do they point to a violation thereof by any other person. 

Under such circumstances investigation of this incident by this Department is 
not warranted. 

Sincerely, 
WARREN OLNEY ITI, 
Assistant Attorney General, Criminal Division, 
By: Rex A. Cou.ines, Jr., 
Chief, General Crimes Section. 

Senator Krrauver. Were there any other communications, either 
oral or written ? 

Mr. Timpers. To the best of my knowledge, Mr. Chairman, there 
were none. 

Senator Krrauver. Now, Mr. McDowell, in the last part of your 
telephone conversation with Dr. Bryant, you stated that it was your 
intention to send someone down to see him, or, at least, to have an 
investigation made of who he had talked with and what was said and 
the circumstances, and that was agreed to by Dr. Bryant; is that 
correct ? 

Mr. McDowet.. Yes, sir. 

Senator Kerauver. The last part of it was that you were going 
to send someone down. “Do you know when it will be and how much 
notice will I have?” and you said, “At least the day before we can 
arrange a mutually agreeable time,” and so forth. 

So, at the time you apparently had in mind sending an investi- 
gator down to go into the matter with Dr. Bryant to see just what had 
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happened and all the circumstances, who the people were, and to get 
further information ? 

Mr. McDowe tu. Yes, sir. 

Senator Kerauver. What was your purpose at that time in deciding 
at that time to get further information from Dr. Bryant? 

Mr. McDowe tu. Well, it seemed to me that the conversation I had 
had with him in the light of the memorandum of the conversation 
between Dr. Kellogg and Dr. Bryant, indicated that there might be 
some question as to the weight which could be given Dr. Kellogg’s 
testimony in our proceeding, No. 1; and, secondly, there might have 
been an undue influence of the witness here which ought to be looked 
into. 

The Commission decided, after looking into the matter, that the 
problem of weight could be handled best by examination and cross- 
examination of Dr. Kellogg as a live witness in the proceedings before 
the Commission, and the question of whether or not there was a viola- 
tion of the Criminal Code should be referred, under the circum- 
stances of the case, to the Department of Justice rather than investi- 
gated in the first instance by the Commission staff, with further 
evidence furnished to the Department of Justice. In other words, 
that was a decision which was made after the conversation 

Senator Kerauver. Yes. 

Mr. McDowett (continuing). By my superiors at the Commission. 

Senator Kerauver. As I understand it, you had two alternatives: 
either to proceed under section 18 (a) of the Holding Company Act, 
and make your own investigation to see whether there had been an 
effort to influence a witness before the SEC 

Mr. McDowetu. That is correct. 

Senator Kerauver (continuing). Or refer the matter to the De- 
partment of Justice for them to look into it and see what should 
be done? 

Mr. McDowe tt. Yes, sir; that is right. 

Senator Keravuver. The Commission decided upon the latter course ; 
is that correct ? 

Mr. McDowe tu. Yes, sir. 

Senator O’Manoney. What is the usual procedure? 

Mr. McDowett. This is the only time, sir, I have had anything of 
this type come up, so I do not think it is a thing in which there is 
anything usual or unusual. 

Senator O’Manoney. Mr. Timbers, what is vour answer? 

Mr. Trmpers. I recall of no other incident of this sort, Senator. 

Senator O’Manonry. Under the Securities Act your authority is 
complete, that is, the authority of the SEC, to make such an investi- 
gation ? 

Mr. Trers. I would assume so. Of course, here you have a sit- 
uation which, from the overall standpoint of economy and efficiency, 
might very well be more adequately handled by the Department of 
Justice than by ourselves, assuming the Department found there was 
a sufficient prima facie showing made to warrant investigation. 

Senator O’Manoney. Well, there is not any question, is there, in 
the light of Mr. Meeker’s letter, that it was the opinion of the SEC 
that there was sufficient showing before the SEC to warrant a further 
investigation ? 
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Mr. Trmpers. No; I am afraid, with all due respect, Senator 
O’Mahoney, I cannot agree with you on that. 

I think it was the intention of the Commission only to bring to 
the attention of the Department of Justice such facts as we had in 
order that they might make the determination whether it warranted 
further investigation; and that, I might say, is one reason we elected 
that course rather than to proceed to investigate ourselves, because 
here was, if anything, a violation of a provision of the Criminal Code, 
which certainly the Department of Justice, with its experience, was 
better placed to determine whether there was sufficient evidence to 
go after it. 

Senator O’Manoney. You are talking about sufficient ; I am taking 
the other aspect which you have also mentioned in your answer now, 
your statement, that here was what was almost in apparent violation 
of the Criminal Code. 

Mr. Timpers. No; I thought 

Senator O’Manonery. Let us read the response, will you, please, 
Mr. Reporter. 

(Answer of witness read.) 

Senator O’Manoney. Am I not justified in concluding from that 
statement that in your opinion here was, if anything, a ‘violation of 
the Criminal Code ? 

Mr. Timpers. Well, I think that is a fair paraphrase of my state- 
ment to you, Senator. 

But let me make it clear what we were after was a determination 
of whether there was sufficient evidence, either in existence or whether 
what we had, pointed to further evidence which might constitute a 
violation of the Criminal Code. 

Now, it is not the function of the SEC under the statute primarily 
to enforce the criminal laws. 

Under our practice, as I am sure you know, it is the duty of the 
Department of Justice, first, to make the determination and then if 
there is a sufficient case, to prosecute it. 

Senator O’Manoney. I think we understand one another. 

Then it boils down to this: That the Commission, having decided 
to refer the matter to the Department of Justice, and then having 
received the materials back from the Department of Justice, with a 
statement that the letter of transmittal, in effect, was vague and made 
no specific allegation 

Mr. Timpers. Which, I think, was a fair comment, if I might say so. 

Senator O’Manoney. I think so, too; yes—then the General Coun- 
sel’s Office authorized Mr. Meeker—and I assume with the full con- 
currence of the Commission or the General Counsel’s Office—the Gen- 
eral Counsel’s Office acted as though it were carrying out the desire 
of the Commission—made a lengthy explanation of the testimony 
that had been received of the conversation, the original statement made 
by Mr. Kellogg, his quotation of what Dr. Brya unt had said to him, 
and then the testimony of Dr. Bryant; and upon the basis of all 
that, the General Counsel’s Office of the SEC still felt there was some- 
thing to be investigated, and that from the administration and eco- 
nomical point of view, the Department of Justice was the agency to 
do that ? 

Mr. Timeers. If any further investigation was warranted, I would 
agree with your statement in full, Senator. 
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I think what it boils down to is this, if I may say so: When we sent 
the material over originally, I believe on December 22, as I under- 
stand it, it was the impression of the Department of Justice or at least 
Mr. Alan Lindsay who, I believe, was handling it then, that what we 
were suggesting was there was evidence of perjury, and in reading 
over the material and sending it back to us he came to the conclusion— 
the Department did—that there was no evidence of perjury, and we 
simply wanted to make it clear to Mr. Lindsay and any others who 
were concerned with it over there, that we were not doing it primarily 
because of a possible perjury violation but because of a suggestion, at 
least, of a violation of 1505 of title 18, which is the provision making 
it a crime to tamper with witnesses. 

I think that is the explanation in a nutshell, if I may say so, for 
our resubmission of the matter to the Department of Justice. 

Senator O’Manonry. Would I be justified in drawing the conclu- 
sion that the SEC was unwilling to drop the matter and wanted the 
Department of Justice to examine it in full before it could be dropped ? 

Mr. Timpers. Certainly so; as far as the Department of Justice 
thought, as we may blame ourselves leading it to believe, in suggesting 
perjury had been committed. 

As long as we were under that impression we wanted them to take 
another look at it, with section 1505 or title 18 in mind, and that is 
why we sent it back to them. 

Senator O’Manoney. Would you blame me or disagree with me if 
I should reach the conclusion now from what has been submitted before 
this record, and what both you and Mr. McDowell have testified, that 
there should have been another investigation ? 

Mr. Trmpers. Well 

Senator O’Manoney. I am trying to make you decide. 

Mr. Timpers. I have too much respect for you, Senator, to blame 
you for oe and I certainly would not—I might say this, that 
certainly I, as General Counsel of the SEC, was completely satisfied 
with the ultimate disposition made by the Department of Justice of 
this matter for the reason that I have a sufficiently high respect for 
the integrity of that Department, particularly the division under Mr. 
Warren Olney, to know that they looked into it carefully, and the 
conclusion they came to, we believe, was in the public interest; and I 
have not the slightest reason to be dissatisfied with that result. 

Senator O’Manonry. Of course, that was not my question. 

Senator Krerauver. Mr. Timbers, what was it they looked into care- 
fully? Did they find out who it was Mr. Bryant talked with? Did 
they investigate who they called # What was it they looked into 

carefully ? 

Mr. Timpers. Senator, I am afraid I do not know anything about 
the internal investigatory processes of the Department of Justice. 

Senator Krrauver. Mr. Timbers, you know no investigation was 
made; that they did not follow out any of these leads; they did not 
find out who was calling from Jackson, who the alumni were; you 
know that, do you not ? 

Mr. Trmeers. No. I must say I did not know that, Senator. All 
I know is what was shown by these, papers which, in substance, was 
a statement to me that on the basis of the prima facie showi ing we had 

made from the Commission there was not sufficient evidence of viola- 
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tions of the Criminal Code or sufficient evidence pointing to such vio- 
lations, and that is the reason we sent it to them for an appraisal. 


Senator Krerauver. You know in the letter from Mr. Olney to you 
that he says: 


Under such circumstances investigation of this incident by this Department is 
not warranted. 

You knew that, did you not? 

Mr. Timeers. That is right, sir. 

Senator Krrauver. Mr. McDowell, before the matter had been de- 
cided, whether the SEC or the Department of Justice would proceed 
in the matter, according to your conversation with Mr. Bryant, you 
felt that further investigation was needed in order to make a determi- 
nation of the issue pr esented by the SEC; did they not ? 

Mr. McDowex. I felt further exploration was necessary; yes, sir. 

Senator Kerauver. Is that the reason you made arrangements with 
Mr. Bryant to have someone interview him ¢ 

Mr. McDowe tt. Yes, sir. 

Senator Kerauver. What was going to be the purpose of this inter- 
view that you were going to have someone make with Mr. Bryant? 

Mr. McDowernn. I was going to try to find more definitely than I 
knew, as that conversation ended, what the facts were. 

Senator Kerauver. You felt if the SEC was going to proceed in the 
matter, that further investigation was necessary to determine whether 
or not there had been influence exerted upon a witness or attempted 
influence ? 

Mr. McDowe ut. I am not sure at the time I had that conversation, 
Senator, that I was familiar with section 1505 of the Criminal Code; 
I think this may have come to my attention aftery yard. I think I was 
probably concerned more with the possibility of perjury at the time 
I carried on that conversation. 

Senator Keravuver. But you felt in order to protect the integrity of 
the Securities and Exchange Commission under the cire umstances 
that a further investigation would have to be made if it was going to 
be the responsibility of the SEC to proceed in the matter? 

Mr. McDowe tt. Yes, sir; I think that is right. 

Senator Kerauver. Why was not a further investigation made by 
you, Mr. McDowell? 

Mr. McDoweti. The Commission directed other actions be taken. 

Senator Kerauver. That it be referred to the Department of Jus- 
tice? 

Mr. McDowett. Yes, sir. 

Senator Krrauver. Whose decision was it to refer it to the Depart- 
ment of Justice? 

Mr. McDowetit. The Commission’s. 

Senator Kerauver. The Commission itself decided that? 

Mr. McDowe tt. Yes, sir. That is shown by these minutes which 
I have already handed you copies of. 

Senator Krerauver. Rather than go into section 18 (a) that you 
refer the matter to the Department of Justice? 

Mr. McDowe.u. The minutes indicate that my recommendation to 
the Commission was that an order of investig: ation be entered by the 

Yommission; that the Commission itself investigate the matter. In 
fact, a draft of such order was submitted to it, “but the Commission 
decided not to enter it, but to take this other course of action. 
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Senator Keravver. Then you did not follow through with the ar: 
rangements you had with Mr. Bryant, with having the SEC staff 
make an investigation, because it was referred to the Department 
of Justice? 

Mr. McDowett. That is correct. 

Senator Keravver. Is that correct? 

Mr. McDowell, would the SEC have referred the matter to the 
Department of Justice unless on the face of what happened there 
appeared to be a question as to whether pressure or influence had 
been exerted upon a witness? 

Mr. McDowe tt. I would think not; I would think there was a 
question. 

Senator Krerauver. So because there was a question is the reason it 
was referred to the Department of Justice? 

Mr. McDowe tt. Yes, sir. 

Senator Keravuver. Did you discuss the matter thereafter with, or 
any of you gentlemen, Mr. Timbers or Mr. Meeker or any of you, 
with any parties to this litigation? Did you discuss it with Mr. 
Dixon ? 

Mr. Meexer. I can answer that very simply. I had no discus- 
sions with anybody outside of the Commission. 

Senator Kerauver. Did you have any discussion ? 

Mr. Trmpers. Nobody whatsoever. 

Senator Krravuver. Did you talk about it with Mr. James, the 
attorney for Mr. Dixon? 

Mr. Trmpers. No, sir. 

Mr. Merxer. No, sir. 

Senator Krerauver. Did you? 

Mr. McDowe tu. Senator Kefauver, the hearing was going forward 
that afternoon, and this whole subject was gone into at that hearing 
before the Commission, and I do not think there was anything other 
than possible casual conversations at intermissions which took place 
tha tday, such as lawyers always engage in at a hearing. 

I would not want to deny that something was not said about it at 
some such conversations as that, both with Mr. Volpe and Mr. James. 
I just do not recall anything specific though. 

Senator Krravuver. Did any of you gentlemen discuss the matter 
with anybody under the Department of Justice except Mr. Olney and 
Mr. Lindsay? Mr. Timbers? 

Mr. Trmpers. No, Mr. Chairman, I do not believe I even discussed 
1t 

Mr. McDowe tt. No, sir. 

Mr. Trmpers (continuing). I never discussed it in person with either 
one of those gentlemen. I think my sole contact was through these 
written communications that have been put in evidence. 

Senator Krerauver. Mr. Meeker, did you talk with anyone else ex- 
cept these two? 

Mr. Merxer. Mr. Chairman, my recollection is that I talked only 
with Mr. Olney; I do not recall having talked to Mr. Lindsay. I may 
have, but I do not recall; I think not. I think I just talked with Mr. 
Olney on the date my memorandum was prepared, January 5. 

Senator Kerauver. Did you have any oral conferences outside of 
that with Mr. Olney ? 

Mr. Meeker. No, sir; just a phone conversation. 
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Senator Kerauver. Did any of you gentlemen? 

Mr. Ferser. I think my only conversation was with Mr. Lindsay ; 
first, with Mr. Olney’s secretary to find out who had the case, and 
when she told me Mr. Lindsay, simply to ask him if it was all right 
if we could release the copy of the phone conversation. 

Senator Krrauver. Any questions, Senator Langer? 

Senator Lancer. No questions. 

Senator Krerauver. Senator Dirksen? 

Senator Dirksen. No questions. 

Senator Krravuver. I believe that is all for the time being. 

Suppose we have about a 5-minute recess and then we will carry 
on and see if we cannot finish up this morning. 

(Short recess taken.) 

Senator Kerauver. Mr. Olney? Is anyone with you, Mr. Olney? 
Mr. Ounry. No, sir. 


STATEMENT OF WARREN OLNEY III, ASSISTANT ATTORNEY GEN- 


ERAL IN CHARGE OF THE CRIMINAL DIVISION, DEPARTMENT 
OF JUSTICE 


Senator Kerauver. Have a seat right there. 
Mr. Olney, you were at the time this came up, and you are at the 
present time, the Assistant Attorney General in charge of the Crimi- 
nal Division ? 

Mr. Otney. Yes, sir; I am. 

Senator Keravver. When did this matter first come to your atten- 
tion, Mr. Olney, in the manner that has been set forth here, or when 
was it first brought to your attention ? 

Mr. Onney. 1 can ‘only determine that by referring back to the 

same correspondence that has been read here in the record. 

It was on the receipt of the first letter in chronological order that 
has been produced here from the SEC. 

Senator Kerauver. Was the matter brought to your personal atten- 
tion by those under you in the Department? 

Mr. Oxney. I believ e—let’s see—I have it here, it was the receipt 
of the Commission’s, Mr. Timbers’, letter of December 22 which was 
received in my Division; the date i isa little illegible. 

Senator Keravver. I suppose it was the day following? 

Mr. Oxney. It was the receipt of this that came to my attention 
at the time the letter arrived. 

Senator Kerauver. Who brought it to your attention, Mr. Olney? 

Mr. Ouney. It was in the incoming mail; I read it at that time. 

Senator Knravver. I mean, was it brought to your attention by 
Mr. Lindsay or someone under you? 

Mr. Ouney. No. When it was received in the mail I got it and I 
then sent it down to the General Crimes Section where they handle 
cases of that kind; but I read it first myself. 

Senator Keravver. Then you have heard all this correspondence 
here? 

Mr. Otney. Yes, sir. 

Senator Krrauver. And that corresponds with the correspondence 
that you have in your files; is that correct? 

Mr. Ouney. Yes, sir. 
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Senator Krravuver. Mr. Olney, will you tell the committee what 
investigation was made of the matter? 

Mr. Ouney. Yes, sir. 

This material was not received all at once, as the correspondence 
has been introduced. 

Senator Krravver. It was sent to you and then you sent it back 
and it was sent back to you? 

Mr. Otney. With additionals. 

Senator Krrauver. Yes. 

Mr. Oxney. I want to give you the list of matters that we had. 

On February 1 of 1955, when we made our final determination, which 

sas embodied in the last letter read into the record here, we had Mr. 
Volpe’s memorandum dated December 19, 1954; Dean Kellogg’s mem- 
orandum of telephone conversation of December 18, 1954, with Dr. 
Alton Bryant; pages 1219-1252 of the transcript of December 20, 
1954, in the matter of Mississippi Valley Generating Co.; an 8-page 
memorandum of telephone conversation of December 20, 1954, between 
Robert A. McDowell of the SEC, and Dr. Alton Bry ant; a 20- -page 
statement of American Public Power Association, docketed December 
28, 1954, by the SEC; a photostat of an affidavit of F. H. Kellogg, 
dated December 24, 1954, and a photostat of a fragment of handwrit- 
ten notes only partially legible, dated December 21, 1954, by the SEC 

Senator Krerauver. Those are the documents you had. 

Will you give us the names of all individuals who were interviewed 
with respect. to this matter? 

Mr. Otnry. There was no one interviewed with respect to the mat- 
ter, and in reply to your question as to what other inquiry we made, 
there was none made excepting as appears in the letters themselves 
where we called the SEC’s attention to the fact that if they had any 
more evidence or any more information on it, we requested them to 
submit it. 

Senator Krravver. Well, did you interview or did any member of 
your staff interview Dr. Kellogg? 

Mr. Otney. No, sir. 

Senator Kerauver. Did you or any member of your staff interview 
Dr. Bryant? 

Mr. Otney. No, sir. 

Senator Keravuver. Did you make any effort to find out who the 
names of the alumni members were who called the university about 
this matter? 

Mr. Ouney. No, sir. 

Senator Krerauver. Was the matter referred to the Federal Bureau 
of Investigation ? 

Mr. Otney. No, sir. 

Senator Krravuver. I call your attention to Dr. Kellogg’s memo- 
randum of his telephone conversation in which he Says, “ey got this 
call saying they had been called from Washington.” 

Off the record. 

(Discussion off the record.) 

Senator Krrauver. According to Dr. Kellogg’s affidavit, Mr. Olney, 
taking it at face value, he said: “I had a call from Jackson about 
your testifyi ing up there. They are very much upset about it.” 

Do you know, Mr. Olney, or did you find out who in Jackson would 
have called Dr. Bryant about Dr. Kellogg’s testimony ? 
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Mr. Ouney. I think, Senator, you have misquoted Dr. Kellogg’s 
affidavit. There is no such language in the affidavit. 

Senator Keravuver. I said in his reconstructed telephone conver- 
sation. 

Mr. Otney. But that is not his affidavit. You asked me about his 
affidavit. 

Senator Krrauver. I meant to ask you about his reconstructed tele- 
phone conversation. 

Mr. Otney. Yes. What was the question? 

Senator Kerauver. He said in the beginning of it: 

Dr. B.: I don’t know quite how to bring this up. I had a call from Jackson 
about your testifying up there. They are very much upset about it. 

Then he went on with others. Taking that at face value, did you 
find out or make any investigation about who called from Jackson ¢ 

Mr. Oxtney. Let’s take that statement at face value. What you have 
is a reconstructed telephone call made by Professor Kellogg. The 
statement that you read is not Kellogg’s statement. It is Kellogg’s 
version of what he thinks Dr. Bryant said to him. 

Senator Kerauver. Yes, sir; that is right. 

Mr. Otney. Dr. Bryant has denied this statement. 

Senator Krerauver. Did you interview Dr. Bryant! 

Mr. Otney. It is in his conversation with McDowell. He denied 
that he had referred to Jackson. He said that he denied that the gist 
of that statement was made by him. 

Senator Kerauver. He later said that the call came through some 
people on the campus. 

Mr. Outnry. Yes. He said a call came. He said that he had not 
said anything about Jackson. He said that none of the people who 
had called him from the campus had said anything about the airport 
or the engineering thing, and that that came from one of their own 
faculty members by way of an observation. 

Senator Kerauver. Of course, Mr. Olney, we hive an affidavit of 
Dr. Kellogg that this telephone conversation is the statement he pre- 
pared, and that that was his effort to correctly and honestly recon- 
struct his telephone conversation with Dr. Bryant. I have his affi- 
davit. He says it was all written by him in his own handwriting. 

Mr. Oxtnery. Senator, I beg to differ with you. The aflidav't does 
not say that. He merely says in this affidavit that he has seen a photo- 
graphic copy of Corporation Regulation Division Exhibit No. 5 in 
Docket No. 70-3319 attached hereto. 

2. He recognizes it as a fragment of the handwritten notes which he had pre- 
pared on Sunday, December 19, 1954, in an effort to reconstruet the telephone 
conversation in which he participated the night before and concerning which 
he testified before the Commission on Monday, December 20, 1954. 

3. Everything on the fragment mentioned, including the words “from Jack- 
son,” were written by him. 

That is all he says about it. He makes no such statement in that 
affidavit that the memorandum of the telephone conversation is an 
accurate reproduction of what was said, and in the memorandum that 
he prepared of that phone conversation he made it very clear that it 
is not complete, does not purport to be complete, and in his testimony 
before the SEC it is elaborated on, how uncertain he was as to what 
the real nature of his conversation with Dr. Bryant had been and in 
Dr. Bryant’s own statement, of course, to McDowell, he denied clearly 
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the very two things which in your statement this morning were indi- 
cated as being the point of this inquiry. 

Senator Krerauver. The question I want to ask is: Did you make 
any inquiry as to who had called either Dr. Bryant or the alumni on 
the campus who in turn related the message to Dr. Bryant about who 
called from Jackson ? 

Mr. Otney. No, sir; I did not make any such inquiry. 

I would like to point out that your question assumes that such an 
inquiry would have been necessary or appropriate, and that is an 
assumption with which we don’t agree and which is stated in our letter 
to the SEC, and we advised them that the facts set forth in these 
materials—and all the materials that are here—do not constitute a 
violation of any Federal criminal statute by either Dr. Bryant or Dr. 
Kellogg, nor do they point to a violation thereof by any other person. 
That being our conclusion from the bases of the material submitted, 
of course, we made no further investigation. 

Senator Krravuver. The point that I am wondering about, Mr. 
Olney, is this: The Securities and Exchange Commission thought 
this matter was of sufficient importance and so set forth in their 
minutes. They indicated that there was a possible exertion of in- 
fluence in connection with a witness. 

I would say it is a very important and serious matter as to whether 
somebody is going to be using their economic pressure upon a witness, 
directly or indirectly, who is testifying upon important matters be- 
fore a Government agency. I wondered, since it was sent to you to 
look into, why you did not secure more facts with reference to it. 

Mr. Otnery. The reason was that we felt—and we still feel—that 
we have all the facts that are necessary to resolve this matter. If you 
will recall, Dr. Kellogg was testifying as an engineer. He is the dean 
of the school of engineering. He was a witness, as an expert, to tes- 
tify on such matters as related to the foundations of the building. 
He had his testimony prepared in advance. It was mimeographed, 
canned testimony, to give as an expert witness. According to what is 
in the record submitted to us, which is here, that testimony was pre- 
pared before this phone call from Dr. Bryant ever came in. The idea 
of influencing Professor Kellogg to change the content of his canned 
testimony on the subject of foundations in an engineering project in 
itself seemed to us to be a little farfetched. 

Senator O’Manoney. Why do you use the word “canned” ¢ 

Mr. Outney. That is used in the transcript itself. That is one of 
the terms that one of the lawyers used to describe it. 

Senator O’Manonry. Which lawyer? 

Mr. Oxtney. I will tell you. I don’t know offhand. I am sorry I 
can’t put my finger on it. It seems to me it was at the end. 

Senator O’Manonery. I think this is important, Mr. Chairman. I 
want to know whether the Assistant Attorney General is using the 
words of the attorneys for Dixon-Yates or whether he is using the 
words of the attorneys for the State of Tennessee ? 

Mr. Otney. You mean in using the word “canned”? 

Senator O’Manonery. Yes. 

Mr. Ouney. I can only tell you it is in the transcript, but I don’t 
recall offhand who used that word. 

Senator O’Manoney. Would you be agreeable to having a search 
made of the transcript ? 
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Mr. Outney. Hereitis. Itis Mr. James. 

Senator O’Manoney. Do you know who Mr. James represented ? 

Mr. Ouney. I know he was on the opposite side of the case from 
Mr. Volpe. 

Senator O’Manonry. He was on the Dixon- Yates’ side. ) 

Mr. Oxney. I gathered that from the transcript, but the transcript 
itself does not describe who these attorneys represented. 

Senator O’Manonry. As one of the members of this committee, I 
know that Mr. James was attorney for Dixon-Yates. That is why I 
regarded it as very important to have it clear on the record that the 
Attorney General who assumes the responsibility for rejecting the idea 
of making an investigation of this matter adopted the word, the derog- 
atory word, of the attorney for Dixon- Yates. 

Mr. Ouney. I am quite willing to accept that. Let me also adopt 
a description of this matter from Mr. Volpe on the other side, which 
I think illustrates how important this was at the time. 

Senator O’Manoney. We expect the attorneys for each side to use, 
shall I say, very colored language, emotional language in fighting 
their cases. That is not the issue. The issue here is: How does it 
happen that the Department of Justice adopts the language of one 
of the litigants and not of the other? 

Mr. Oxtney. Let me point this matter out. 

Senator Kerauver. Mr. Olney, you knew that Mr. James was the 
attorney for Dixon- Yates, did you not, or Mississippi Valley Gener- 
ating Co. ? 

Mr. Otney. I have no information as to the precise identification 
of the parties that these attorneys represent except what is in this 
transcript. 

Senator Keravuver. You can tell by the questions. 

Senator O’Manonery. You might have if you had made an investi- 
gation. If you had not just written it off so quickly 

Mr. Otney. We did not write this off so quickly. 
careful consideration and satisfactory consideration. 

I want to mention to you that right at the beginning when this 
matter of Dr. Kellogg’s memorandum was introduced into the record, 
the question came up as to whether it had any relevancy in the pro- 
ceeding at all. The chairman of the Commission inquired from coun- 
sel whether there would be any connecting up of this matter. This 
appears on page 1222: 


Chairman DEMMLER. Do we understand you are proceeding with this line of 
questioning with an affirmative undertaking on your part to connect it up with 
the applicants in this case? 

Mr. Votre. I think that the witness’ testimony must speak for itself. 


Chairman DEMMLER. I am asking you whether you undertake to connect this 
up 





We gave this 


Mr. Voupe. Well, sir, I will undertake to connect it up should any question 
develop with respect to this through a request for subpena as to the various 


people who might be involved in this matter. 

_ Of course, one of the things that is apparent from this proceeding 
is that Mr. Volpe was the counsel representing people interested in 
the matter and that that matter never was followed up. I offer that 


as an illustration of Mr. Volpe’s own statement of the importance of 
this matter. 
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Senator Kerauver. Mr. Olney, if there is suggested information 
that indicates there might be a v iolation of a criminal statute, it is not 
the responsibility of the counsel for a state or some private party to 
connect up and make up the case. It is your duty in investigate, is 
it not ? 

Mr. Oxney. Sir, there is no suggestion in this record of the commis- 
sion of a crime by anyone. Dr. Kellogg has made no allegation that 
anybody ever tried to pressure him. “He does not claim that Dr. 
Bryant tried to pressure him in any way. He did repeat his substance 
of a conversation which he had with Dr. Br yant 7a gave the best, I 
have no doubt, of his recollection as to what that w But on all those 
material points that you have pointed up in your - ettitedin such as 


specifically what did Dr. Bryant say to Dr. Kellogg, first of all, he 
said: 


I had a call from Jackson about your testifying up there. They are very much 
upset about it. I promised to find out what was going on and to check back. 


That is denied by Dr. Bryant in his statement to McDowell. 

The second was: 

Dr. Bryant. Fred, I am not going to tell you to come home. I'll tell you what 
happened and you do what you think is best. I got this call saying that they 
had been called from Washington. They said they had intended to contribute 
to our airport, and to give some equipment to the engineering school, and that 
here you go testifying against them. 

That also was denied by Dr. Bryant that he made that statement. 
But from our point of view, suppose Dr. Bryant had made those state- 
ments? We still would have no chance whatever of proving a case of 
obstruction of justice without using Dr. Bryant as a witness. And 
when he himself has been committed in the statement he made to 
McDowell, that statement of itself would make any subsequent testi- 
mony to the contrary that he might give not worthy of credence and 
not sufficient to go ahead on. 

Under those circumstances for us to set in motion the elaborate 
investigative machinery for a criminal violation seemed to us com- 
pletely in: ippropriate. I want to point out that while the SEC is quite 
correct in referring to the Criminal Division anything that they think 
may develop by possibility into a violation of criminal law for our 
investigation, nevertheless, in this matter they had to resolve that 
question in order to reach their decision. They had to evaluate Dr. 
Kellogg’s testimony. They have an appropriate investigative agency 
for that purpose. That is why we sent the thing back to them, knowi ing 
they had the facilities and the authority to m: ake such an inquiry and 
also the parties to the proceeding, Mr. Volpe in particular, certainly 
had an interest and reason to inquire into that to see if it could be 
resolved. 

For us to attempt that investigation, when we knew at the outset 
that no matter whether Dr. Bryant did or did not say those things, we 
still had no case, to me seemed to be quite unnecessary to do, and I 
daresay improper. : 


Senator Kerrauver. Do you want to ask a question, Senator 
O’Mahoney ? 


Senator O’Manonry. If you please, Mr. Chairman. 
Mr. Olney, may I call your attention to some of the quotations 
which you have just now made? I think you will find them in this 
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statement. On page 1 at the bottom of the page there is an alleged 
response of Dr. Bryant to Professor Kellogg : 


I don’t quite know how to bring this up. 

Dr. Bryant is alleged to have said : 

I had a call from Jackson about your testifying up there. They are very much 
upset about it. I promised to find out what was going on and check back. Just 
who are you representing ? 

You have called attention to the fact that in the material submitted 
to you, Dr. Bryant denied having received any call from Jackson; 
am I right? 

Mr. Ounery. That is right. Of course, that wasn’t everything he 
said. 

Senator O’Manuoney. No; that was not everything he said. He 
said: 

They are very much upset about it. I promised to find out what was going 
on and check back. 

Was that denied in the material submitted to you ? 

Mr. Otney. 1 would say yes, it is, because the “they” in there, 
“They are very much upset t about it,” refers to the call from Jackson 
which he says did not take place. 

Senator O’Manonry. All right. You also point out that the lan- 
guage which is printed on page 2 again is Professor Kellogg’s inter- 
pretation of what Dr. Bryant said: 

They said they had intended to contribute to our airport, and to give some 
equipment to the engineering school, and that here you go testifying against 
them. I promised to find out just what was going on and call back. The chan- 
cellor is out of town, and I didn’t know what else todo. Tl call them back. You 
do whatever you think is best. 

You tell us in your answer given to the chairman that that also was 
denied by Dr. Bryant in his affidavit. 

Mr. Otnxery. Senator, Dr. Bryant did not make an affidavit, to my 
recollection. This was merely a phone call between him and Mr. 
McDowell. 

Senator O’Manoney. Weren't you quoting from an affidavit, 
were you quoting from a conversation with Mr. McDowell? 

Mr. Otney. With McDowell. 

Senator O’Manonry. Then let me amend the statement. Do I 
understand you to say that in the McDowell conversation, Bryant 
denied having made such a statement ? 

Mr. Outxey. W ell, I can answer that by showing you what it was 
that was put to Dr. Bryant and what he said about it. 

Senator O’Manoney. Yes; I think it is important. 

Mr. Outney. That conversation between Mr. McDowell and Bryant, 
according to the transcript of it, began with Mr. McDowell speak- 
ing, in the course of which he said to Dr. Bryant: 

The purport of the summary is to the effect that you received a telephone call 
or calls from Jackson, Miss., sometime Saturday or Sunday which im turn had 
been instigated by telephone calls from Washington to Jackson, presumably by 
people of the Mississippi Valley or Middle South interests— 
and you will note there that “presumably” is thrown in by Mr. Mce- 
Dowell. It is not a part of anything that Professor Kellogg said. 


65950—56—pt. 2 28 
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Senator O’Manonry. It showed what Mr. McDowell of the SEC 
was thinking. 
Mr. Otney (continuing) : 


in substance attempting to bring pressure upon Dr. Kellogg’s withdrawal as a 
witness in the proceeding, or at least a change from the testimony which he might 
give in the proceeding. 

And then he goes on further. That isa part of it. 

In his answer, the very first thing that Dr. Bryant is quoted as say- 
Ing 1s: 


Let’s back up a little bit. I don’t think that I can go along with this memo- 
randum—the implications of it. I would like to tell you what actually 
happened. 

Then he goes on and proceeds to tell what he thinks actually hap- 
pened. You will note he does not include any such thing as is set forth 
on page 2 that you just read to me of your statement. 

Senator O’Manoney. Does he include anything about the contribu- 
tion to the airport ? 

Mr. Otnery. Yes, he does. 

Senator O’Manoney. Equipment to the engineering school? 

Mr. Otney. Yes, he does. He includes it by pointing out that the 
phone calls which he received inquiring as to what Dr. Kellogg was 
doing in Washington were not tied in with the remarks that were 
made about the airport and about the money for the school of engi- 
neering. “Those observations about the possible effect of the airport 
and the school of engineering had been made by his own faculty 
members. 

Senator O’Manoney. I turn now to page 3, and there is set forth 
this statement : 

In that telephone conversation Mr. McDowell sought to find out from Dr. 
Bryant the names of the individuals who had inquired about Dr. Kellogg’s 
testimony. 

I think there can be ne doubt about that. Mr. McDowell of the 
SEC was sufficiently impressed by this and so was the SEC that Mr. 
McDowell sought to obtain from Dr. Bryant the names of the indi- 
viduals who had inquired about Dr. Kellogg’s testimony. 

Dr. Bryant stated that he had not received any telephone calls except from 
people on the campus. He said that a call from Jackson did not come to him. 
He was then asked by Mr. McDowell whether there were any inquiries from 
people not on the faculty and Dr. Bryant responded: “Some of the alumni.” 

If there is anything wrong about this interpretation of the conver- 
sation between McDowell and Mr. Bryant, I think you ought to point 
it out. 

We know that sometimes there may be pressure from the alumni 
with respect to a football team, but here the question is whether the 
alumni was seeking to affect the testimony before a Government bureau 
of a member of the. faculty. 

Mr. Otney. I venture to suggest there is a difference between that 
and the selection of a football team. 

Senator O’Manonry. But there is pressure, that is what I am get- 
tingat. Thisis Dr. Bryant speaking now, according to Mr. McDowell, 
not t according to anybody on the other side. This is Dr. Bryant saying 
to Mr. McDowell : “Some of the alumni.” 

McDowell then said, “Do you care to name them?” And Dr. Bryant 
said, “I do not think so.’ 
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Mr. McDowell was interested enough to find out who these alumni 
were. 

Mr. Olney, was the Department of Justice sufficiently interested in 
the matter to pursue this, to find out what alumni Dr. Bryant was 
talking about, what they were saying, and what their connections were 
and whether or not they were in fact attempting to influence and 
pressure the testimony of a witness before a Government bureau / 

Mr. Otney. Well, Senator, with respect to our interest in ascertain- 
ing the identity of those individuals with whom he talked, all of that 
testimony must be considered in the light of Dr. Bryant’s answer to 
McDowell, which is not quoted in your statement on page 3 or else- 
where, that I am aware of, where McDowell asked the question : mi 
may be nec essary for you to say these same things under oath,” and 
Bryant says, “I have no objection, but other personalities are 
involved.” 

Then he goes on and makes this statement which makes it perfectly 
evident that there is no use from the point of view of investigation of 
a possible criminal violation to inquire further. He says: 

None of the suggestions took the viewpoint that we were to recall Kellogg from 
Washington or to tell him what to say. 

Having once said that and being committed to that position, of what 
possible official concern could it be to the Justice Department to as- 
certain the identification of the alumni who were alleged to have talked 
to him’ It is plain, in view of that sentence, he could never be used 
as a Witness to turn around and then say that these alumni to whom 
he hac talked had pressured him with respect to Dr. Kellogg. 

Senator OMatroney. He may have turned around in his testimony 
between the statement to Professor Kellogg and the statement to Mr. 
Me Dowell, and if the Department of Justice had sent an FBI investi- 
gator down there to get the facts, he might have turned around again. 

tismy feeling on the record before us here that the Department of 
Justice on the basis of a conclusion that the evidence could not be 
found made no search for it. 

Mr. Ounry. LT can’t agree with you, Senator, at all. I think we are 
thoroughly justified in assuming that Dr. Bryant was truthful when 
he talked to Mr. McDowell. 

Senator O"Manoney. That was an assumption, according to your 
own words, 

Mr. Otney. That is quite right. That is the conversation between 
Mr. McDowell and Dr. Bryant as recorded, and that was done with 
far greater accuracy than Dr. Kellogg’s attempt to reconstruct his 
conversation with Dr. Bryant, which he himself describes as being 
partial and not complete. 

Senator O’Manoney. You see, you are describing the difference 
between what the Department of Justice did and what this committee 
is doing. You decided upon assumptions that an investigation was 
not necessary. 

Mr. Otney. No, sir. 

Senator O’Manonry. We decided that an investigation was neces- 
sary and because we made the investigation, we found that the con- 
tract was canceled. You might have found that out too. 

Mr. Otney. When ¥en used the word “assumptions” 

Senator O’Manonery. I took it from your own lips, sir. 
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Mr. Ouney. That is right. I used it. What I am describing by that 
is the conclusions which anybody would draw logically from the ma- 
terial and the statements that were submitted to us. 

Senator O’Manoney. Anybody ? 

Mr. Otney. Yes, sir. 

Senator O’Manoney. I don’t draw them logically. 

Mr. Oxtney. I think there is not one word in all this material that 
would lead you to doubt the credibility of Dr. Bryant. 

Senator Kerauver. Mr. Olney, just one second. 

Mr. Oxtney. I want to point out that even if you assume that Dr. 
Bryant’s account as given in this telephone conversation is incorrect, 
the mere fact that he has made those statements means he is stuck 
with them as far as a witness is concerned, and we cannot predicate a 
criminal case on that. It is clear that there could not only be no in- 
vestigation, but no prosecution, except by using Dr. Bryant as a 
witness. 

Senator Krerauver. May I ask my question ? 

Mr. Otney. Surely. 

Senator Kerauver. You said Dr. Bryant having made these state- 
ments over the telephone was stuck with them. 

Mr. Ouney. I am speaking from the terms of our own prosecution, 
the prosecutors are stuck with them. 

Senator Kerauver. Isn’t it important that Dean Kellogeg’s state- 
ment was sworn to? You did not even take the trouble to get Mr. 
Bryant to swear to this telephone conversation. 

Mr. Otney. Professor Kellogg’s statement was not sworn to. 

Senator Kerauver. He testified before the Commission. 

Mr. Otney. He swore to this little affidavit which we already have 
read. 

Senator Kerauver. He testified before the Commission in which 
he told about it in 30 pages. 

Mr. Otney. That is right. 

Senator Keravver. Mr. Bryant’s telephone conversation is not 
sworn to. 

Mr. Otney. No. 

May I call your attention to the fact that Dr. Kellogg in his sworn 
testimony that you referred to made it very clear that Dr. Bryant did 
not put any pressure on him. 

Senator Krerauver. Let me ask you this: Here is a professor of a 
university about to testify. Assuming that Dr. Kellogg’s statement 
is correct, that is, his telephone reconstruction, can you imagine any 
greater pressure being put on a man than was put on him ? 

IT am not going to tell you to come home. I will tell you what happened and 
you can do what you think is best. 

He tells him that he got this call, which said they had been ealled 
from Washington: 


They said they intended to contribute to our airport, and to give some equip- 
ment to the engineering school, and that here you go testifying against them. 


Can you imagine any worse economic pressure to put on a professor 
up here testifying ? 

Mr. Otney. You are asking me what I can imagine. 

Senator Kerauver. Assuming that that is so. 
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Mr. Otney. The doctor says this never had any influence on his 
testimony one way or the other. When I was referring to his pre- 
pared testimony, his prepared statement, when I used the word 

“canned” in connection with it, it was with that in mind, how what 
took place in that telephone call between Bryant and Kellogg would 
induce a man such as Dr. Kellogg to change his prepared mimeo- 
graphed testimony on such things as the foundations of the building. 

Senator Kerauver. Of course, there was the cross-examination that 
would follow also, wasn’t there, which might be attuned one way or 
the other ? 

Mr. Otnry. There was cross-examination. 

Senator Kerauver. What if Dr. Kellogg had succumbed to this 
influence and this pressure which he apparently thought, which is 
stated here: 

Here you are testifying, and we are about to get equipment for an engineering 
school— 

Would you think that would raise a serious question? What if he 
had succumbed to the pressure ? 

Mr. Oxtney. Senator, your question assumes there was pressure in 
the first place. 

Senator Kreravuver. If that is true, don’t you think that is pressure, 
Mr. Olney ? 

Mr. Otney. Dr. Kellogg’s own description of it was he did not 
know exactly what this conversation was meant to be, what it was 
about. When he was testifying about it he was very indefinite. 

Senator Keravuver. I am taking his reconstruction of his telephone 
conversation. 

Mr. Otney. I am taking the testimony before the SEC. 

Senator Kreravver. (reading) : 

I had a call from Jackson about your testifying up there. They are very 
much upset about it. 

Then he talks about the airport and the equipment for the engi- 
neering school. Assuming that that statement there is correct, don’t 
you think that would be pretty strong economic pressure on a man? 

Mr. Otney. Well, I think that that depends upon the man. 

Senator Kerauver. Then suppose they had had a weaker man and 
he had succumbed to the pressure. Do you think there might have 
been a violation ? 

Mr. Oxtnery. Senator, you are assuming there was pressure. You 
are Te me hypothetical questions which I think are purely specu- 
lative. 1 don’t think my ideas on that subject will be any help to 
the committee. It is evident that the committee has its own views 
about it. 

Senator Kerauver. I am asking you as a man, assuming that this 
is right, that the provost of the university calls a professor up here 
and says: 


I had a call from Jackson about your testifying up there. They are very 
much upset about it. 


That is the quotation. Then he went on to explain how they 
thought they were going to get an airport and some help for their 
engineering school. Don’t you think that would be pressure ? 

Mr. Otney. Whether it is pressure or not, with all due respect, 
seems to be beside the point. The issue we had before us in the Crim- 





1108 POWER POLICY 


inal Division was not whether there was any pressure or not, but 
whether there was any possibility of a criminal violation having been 
committed, and if so, whether any investigation could possibly pro- 
duce evidence of such violation, and those questions we had to answer, 

particularly the latter, in the negative. 

Senator Krrauver. I am just ‘asking you the question. 

I had a call from Jackson about your testifying there. They are very much 
upset about it. 

And then the airport and the equipment for the engineering school 

yasmentioned. Do you think that was pressure ? 

Mr. Otney. As I have tried to say before, Senator, it is not what 

yas before us. Those statements are not to be accepted, in our judg- 
ait. as having occurred in that fashion, and I don’t think that specu- 
lation of the kind that you are asking for from me can be helpful. 

Senator Kreravver. In other words, you believe Dr. Bryant and not 
Dr. Kellogg? 

Mr. Ouney. One of the issues we had to determine at the outset when 
the thing was presented to us, we thought that was what the inquiry 
was about, was that there were discrepancies. between Dr. Kellogg's 
version of his conversation with Dr. Bryant and what Dr. Bryant had 
said about his conversation. There are some differences that appear 
right on the face of the twothings. But that does not mean that there 
was consciously any lying on anybody’s part. Dr. Kellogg had to 
reconstruct the conversation a day later under difficult circumstances, 
where he himself is not even certain whether names were used or not. 
I would certainly not say that we believed one professor in favor of 
the other. I think most of them are doing their ie to be honest, and 
we have no reason on anything in that rec cord to assume the contr ary. 

Senator Krravver. All Dr. Bry ‘ant did was reconstruct his idea of a 
telephone conversation. 

Mr. Otney. That is right. 

Senator Krrauver. About the main place he differed with Dr. 
Kellogg was that the calls were not directed to him, they were directed 
to some people on the staff of the university, and that is set out on 
page 5 of his telephone conversation. Also there were some calls 
from some alumni. But you did not even take the trouble to have 
anyone secure an affidavit from Dr. Bryant. All you had was the 
questions and answers of a telephone conversation from Mr. McDowell. 

Mr. Otney. It wasn’t the matter of taking the trouble, Senator. 
It is a matter of whether we will put into operation the investigative 
machinery that goes with criminal violations. There were other inves- 
tigative agencies present in this who had a real interest in the answer. 

First of all was Mr. Volpe, who was representing the party who was 
presumably to be injured by this pressure. As I pointed out, he him- 
self made no effort to follow this up, although he himself had prom- 
ised the Commission at the outset that he was going to do it by having 
Dr. Bryant and everybody else that was involved in it subpenaed. 

Senator Krrauver. You are not contending that it was the re- 
sponsibility and duty of a party to a civil suit to prove the case for the 
Department of Justice? 

Mr. Otney. No. But I think representation to his client involves 
responsibility on his part to develop im a. influence used against 
one of his own witnesses if it occurred. He did not do that. The 
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SEC, unlike so many agencies, has its own investigative arm, and 
they themselves had to decide the issue. If they needed information 
for that purpose, they could have used their own agency. ‘The only 
excuse for using the FBI, which is the only agency we would have to 
call on, would be if we thought there had been a violation of the 
Federal law, and by investigation evidence could have been secured on 
which an indictment could have been obtained and prosecution would 
have been had. 

As between Professor Kellogg and Dr. Bryant, if there was ever 
to be any prosecution based on possible obstruction of justice, Dr. 
Bryant would have to be the Government’s key witness, and here he 
is in these statements that are attributed to him—and I think prop- 
erly so—making the flat statement that nobody tried to pressure him 
in this fashion. 

Senator Kerauver. All you had was the 

Mr. Otney. How can you expect to make a case on the testimony 
of a witness who has already made statements of that sort? It was a 
waste of our money, in our opinion, to go further and have the FBI 
inquire into it. 

Senator Krerauver. Mr. Olney, you just stated that the only justi- 
fication for using the FBI is w hen you try to work up a criminal case, 
and that is the reason you did not think you had enough to go on 
here. The FBI was used to investigate the good will of the people 
of the city of Memphis as to whether they would carry out the state- 
ments as to building a steam plant. What criminal investigation 
would that have to do with? 

Mr. Otney. I am not familiar with the details. From what I have 
heard, that is the rankest kind of hearsay. Senator, you have your 
facts wrong. 

Senator Keravver. There is no question but that the FBI called 
on the mayor and the officials of the city of Memphis to investigate 
whether they were acting in good faith. What criminal investiga- 
tion was that? 

Mr. Otney. I know nothing about the details of that matter. It 
was not anything that was ordered or would have been ordered by 
the Criminal Division, but the FBI does have functions aside and in 
addition to ordinary criminal investigation. You are asking me why 
I as head of the Criminal Division did not ask them to undertake a 
criminal investigation. That is the only investigative matter I have 
anything to do with. 

Senator Keravver. You stated there was no justification for using 
the FBI. 

Mr. Otney. By me. I should have added that. 

Senator Keravuver. I want to bring out that the FBI had been 
used just for the purpose of investigs ting the good will of the city offi- 
cials over which the Federal Government had no connection and no 
control. 

Mr. Ouney. On that, Senator, I had no knowledge, and I think 
the record ought to be clear that that is your statement and not 
mine. 

Senator Krerauver. Very well. 

What if Dr. Kellogg had succumbed to what he thought was pres- 
sure; would that change your opinion of this? 

Mr. Ouyey. I thought I had answered it. 
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Senator Krerauver. Well, answer it again. 

Mr. Oxney. I simply want to say that there are assumptions in 
your statement that have no bearing on this. I made that point 
before. 

Senator Keravuver. Let’s get the assumptions over. He apparently 
at some time or other thought that Dr. Bryant said he had a call 
from Jackson and they were very much upset about it, and they 
were going to lose the airport and the equipment for the engineering 
school, which to my mind is putting the professor under substantial 
pressure. What if he had succumbed to that pressure, would that 
alter your opinion? 

Mr. Oxtney. I am not going to argue with you or speculate with 
you. I was brought here to be a witness and to try to tell you, as 
best I can, what occurred and why it occurred. I have nothing 
to add that I think would be in the least helpful to this committee 
as to any speculations that I might make on hypothetical matters. 

Senator O’Manoney. Mr. Chairman, may I rephrase a matter that 
was brought up earlier in order to clarify the record at this point? 

Putting aside altogether the allegation of a call from Jackson and 
bearing in mind solely an admitted fact by all sides, as brought out 
by the McDowell transcript of the conversation with Dr. Bryant, 
there is no doubt that in this case a conversation was had with Dr. 
Bryant by somebody with respect to the testimony of Dean Kellogg 
before the SEC. Nobody can deny that. That was clear in the 
record which the Department of Justice had. That record was trans- 
mitted to the Department of Justice by the SEC. 

So the situation now stands on the testimony of Mr. Olney, Assist- 
ant Attorney General, head of the Criminal Division, that the Depart- 
ment of Justice under him, in his division, saw nothing in this acknow]l- 
edged conversation from people on the campus by Dr. Bryant, regard- 
ing this testimony before a Government agency, to justify investigation. 

It might easily have been that on investigation you would have 
found that there was no justification at all. But the way the Depart- 
ment of Justice has left the matter is this: Although there was, on 
advice of the SEC, a statement by Dr. Bryant that there was con- 
versation about the testimony of this man from people on the campus, 
he refused to name them, and the Department of Justice dropped 
the matter. Aren’t those the facts? 

Mr. Ouney. The reason for that is exactly what we set forth in our 
jetter to Mr. Timbers February 4, when we said: 

The facts set forth in these materials do not constitute a violation of any 
Federal criminal statute by either Dr. Bryant nor Dr. Kellogg, nor do they 
point to a violation by any other person. 

That was our conclusion and still is. 

Senator O’Manoney. It was your conclusion that on the basis of 
these facts presented to you, a criminal investigation was not 
warranted ? 

Mr. Otney. Quite right. 

Senator O’Manoney. But it was also your conclusion that the facts 
presented to you did not justify further investigation ? 

Mr. OLNEY. Quite right. 

Senator Dirksen. Mr. Olney, how large is the Criminal Division 
in terms of personnel ? 
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Mr. Ounry. There are about 103 lawyers, and then, of course, 
stenographic help. 

Senator Dirksen. Virtually all inquiries of a similar nature, Mr. 
Olney, are referred to the Criminal Division from other agencies of 
the Cc overnment ? 

Mr. Otney. I am not sure what you mean by “similar inquiries.” 

Senator Dirksen. Questions arising with respect to the violation 
of a statute like the one that is before us at the present time or even 
other statutes that are criminal in nature, and those are referred to 
the Criminal Division. 

Mr. Otney. Yes, sir. 

Senator Dirksen. ( Yongress refers matters to you ? 

Mr. Otney. Very frequently. 

Senator Dirksen. Do contempt citations come to you? 

Mr. Otnry. Yes. 

Senator Dirksen. When they come to you they submit a record ? 

Mr. OLNnry. Yes, sir. 

Senator Dirksen. You examine the record ? 

Mr. Otney. Yes, sir. 

Senator Dirksen. On the basis of that record you determine, ac- 
cording to your best judgment, whether or not further action is 
warranted ? 

Mr. Oxtney. That is right. 

Senator Dirksen. That would be the situation here, would it not? 

Mr. Otney. That is exactly right. 

Senator Dirksen. Do you follow that same course if Interior or 
Labor or the Department of Defense or the Commerce Department 
should refer a matter to you with a file ? 

Mr. Otney. Certainly. 

Senator Dirksen. So you take a look, you evaluate the facts that 
are submitted. You determine for yourself whether there has been 
a violation, and then, secondly, if there has been a violation or the 
color of a violation, whether prosecution would be warranted and 
whether or not you could get a conviction if you started with it? 

Mr. Otney. That is right. 

Senator Dirksen. Here they submitted to you a file with a number 
of exhibits. You had to evaluate the statements, both under oath and 
not under oath, telephone conversations, where it would lead you 
finally if a proceeding was instituted, whom you had to rely on as 
witnesses in order to make your case, and on the basis of that whole 
matter you concluded that no further investigation was warranted. 

Mr. Otney. That is correct. 

Senator Krravuver. But you are not saying, Mr. Olney, when a mat- 
ter is referred to you by some department or by Congress, that if there 
are unanswered questions, or conflict of statements, that you don’t 
conduct investigations to get the truth, so you will present it to a 
grand jury, do you? 

Mr. Oxney. No, sir. But when we have any question unanswered 
or even when we take a negative position, re ach a negative conclu- 
sion, as we did in this case, as we do in others, we advise ‘the Securities 
and Exchange Commission and we also advised your committee to 
the same effect, when the staff first contacted us, that if there is any 
additional evidence, any further facts or misunderstandings on our 
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part as to the nature of the facts, we are quite prepared to receive 
whatever is offered and go ahead. 

Senator Kerauver. But, Mr. Olney, you did advise our staff or a 
member of our office that if we had any additional facts, you would 
present them to the gand jury, but is it not the function of the 
Department of Justice and your division to make an investigation ? 
You don’t require outside people to make the investigation for you, 
do you? 

Mr. Otney. No, sir. We did not suggest that you make any in- 
vestigation for us. We merely inquired on the assumption that if 
the committee or its staff had evidence indicating a possible violation 
of the criminal law, it would refer it to the proper prosecuting agency, 
which would be our Division. 

Senator Kerauver. Mr. Olney, I want to ask you once more—— 

Senator Lancer. Let him finish his answer. 

Mr. Otney. We never thought for a minute that any congressional 
committee or the members of the staff would withhold information 
or evidence from the Criminal Division or the United States attorney 
or any appropriate agency. 

Senator Krravver. I want to ask you once again, Mr. Olney: 
Assuming that Dr. Kellogg’s reconstruction of his telephone conver- 

sation is correct and you did not secure an affidavit from Mr. Bryant 

about this, assuming that Dr. Kellogg was correct, “I had a call from 
Jackson about your testifying up there. They are very much upset 
about it. I am not going to tell you what to do,” but they said they 
intended to contribute to our airport and give some equipment to the 
engineering school, and here you are testifying against them. That 
was a statement in the record. Do you think ‘that is endeavoring to 
influence a witness ? 

Mr. Otney. Senator, the statement that you have read from is Dr. 
Kellogg’s statement as to what he understood from Bryant’s con- 
versation with him. It would be no use to us to have Dr. Bryant 
testify that that is what he understood 

Senator Krerauver. You mean Dr. Kellogg. 

Mr. Otney. I mean Dr. Kellogg to testify that that was what he 
understood that that was what Dr. Bryant s: iid, unless we were 
going to prosecute Dr. Bryant for putting the pressure on Dr. Kellogg. 
Dr. Bry ant testified before the SEC that he did not understand that 
Dr. Bryant was putting any pressure on him. 

Senator Krrauver. I have tried three times to get you to answer 
this question. 

Mr. Otney. I think I am answering it, Senator. 

Senator Kerauver. Assuming this is correct, and this is a state- 
ment which has not been repudiated by Dr. Kellogg, do you think 
that is pressure? Do you think that is endeavoring to influence 
a witness ? 

Mr. Otney. I haven’t anything to add to what I have said. 

Senator Krravuver. Can’t you say whether you think it is or is not? 

Mr. Otney. I thought I made myself quite clear on it. I don’t 
have anything to add. 

Senator Krerauver. You don’t answer the question. Here is this 
statement which Dr. Bryant apparently did not think was that way. 
You did not secure an affidavit from him to see what he would say 





POWER POLICY 1113 


under oath. Here is this statement. Do you think that was pressure 
or an effort to influence the witness ? 

Mr. Otnery. Senator, I have said this a good many times, I think, 
that the statement that you are talking about would be pure hearsay 
as to any possible defendant who might be brought into this case 
except Dr. Bryant. If Dr. Bryant was to be a defendant, it might 
be used against him. It would be utterly impractical on the basis of 
what is in here—and this is without taking other things into consid- 
eration—to prosecute Dr. Bryant for putting pressure on Dr. Kellogg 
because Dr. Kellogg himself says he didn’t. He has testified to that 
under oath. Consequently, you are asking me about this statement 
and what effect that statement may have had on the course that we 
followed, which was to conclude that this did not warrant further 
investigation. Those are the reasons for it. 

If you are asking me to speculate as to whether on a different set 
of facts, with different people and nothing more than that, whether it 
constitutes pressure or not, I am not prepared to answer a question 
that is that vague. 

Senator Kerauver. Mr. Olney, Dr. Kellogg testified, as you have 
said, he was not pressured, that he went on and testified anyway, 
that that didn’t make any difference as to him, but I think you will 
agree that that is not the test, whether the effort to influence was suc- 
cessful or unsuccessful is not the test, that doesn’t have to be deter- 
mined in order to find a violation of the law. 

I think you will agree that the statute reads and the Supreme Court 
in many cases has held, as well as the Federal courts, that the viola- 
tion of the statute in endeavoring to influence; is that correct? It 
doesn’t have to be successful. 

Mr. Otney. Senator, you have talked there for quite a while and 
said a lot of things, I mean in that question you asked me. Every 
one of those things you are asking me is based on the preassumption 
that there was an effort to improperly influence a witness. 

We don’t start off with any such preassumption as that. On the 
basis of the materials, we think the materials fail to show the very 
thing that you are assuming. 

Senator Kerauver. You just didn’t undertake to find out whether 
there was an effort or not. 

Mr. Otnry. We think we did. 

Senator Kerauver. Did you try to find out who “they” were? 

Mr. Outney. We examined the materials which were submitted to 
us, which seemed to us to be adequate to determine that question. 

Senator Kerauver. In the statement—and this is not repudiated 
anywhere—“they” called either alumni or they called, according to 
Dr. Kellogg, Dr. Bryant. Did you undertake to find out who “they” 
were ? 

Mr. Otney. I understood Dr. Bryant to have repudiated that. 

Senator Krerauver. Here is his statement on page 5. 

Mr. Otney. Maybe I misunderstood the “they” you refer to. 

Senator Kerauver. This is in both statements, both Dr. Kellogg’s 
and Dr. Bryant’s, that “they” did call. At the bottom of page 5 you 
will see that Dr. Bryant said 

Senator O’Manoney. This is the McDowell statement. 
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Senator Krrauver. This is the McDowell conversation: 


A call from Jackson did not come to me, and it was simply a call which asked 
the question about what Dean Kellogg was doing. All that business about the 
equipment for the engineering school and about the airport came from one of 
our people here or on our staff, and actually who said to me, “Well, I guess that 
business has put a damper on our getting the airport for these purposes”— 


He was asked to give the names of who they were who had called. 
On the next page he says: 


Were there any inquiries from people not on the faculty? 
Bryant. Some of the alumni. 


Did you undertake to find out who they were, or some of the alumni, 
who they were? 

Mr. Otney. No: for the reason I explained, that Dr. Bryant had 
also said that none of these people who called had suggested that they 
recall Kellogg from Washington or try to tell him what they said. 

Senator Kerauver. Expressing some concern over an airport and 
what he is doing up there testifying, that is about the same thing; 
isn’t it? 

Mr. Otney. I don’t think so at all. 

Senator Kerauver. You didn’t undertake to find out who they were 
or what the conversations were between Dr. Bryant and the alumni? 

Mr. Otney. Nothing other than I said. 

Senator Kerauver. Who the people at Jackson were, who was in 
back of these conversations ? 

Mr. Otney. Nothing other than what I have already related. 

Senator O’Manonery. Mr. Chairman, just as a matter of clarifica- 
tion of my own thinking upon this matter, I don’t want to harass Mr. 


Olney, therefore I am not going to ask him any questions at this time. 
I just want to have it appear in the record at this point that the con- 
versation between Mr. McDowell of SEC and Dr. Bryant, concerning 
which Mr. McDowell of the SEC, Director of the Division of Cor- 
porate Regulation, testified to this morning, there appears on page 5 
this quotation from Dr. Bryant: 


A call from Jackson did not come to me, and it was simply a call which asked 
the question about what Dean Kellogg was doing. 

Here it is clear on Dr. Bryant’s testimony to the SEC that he did 
receive a call about what Dean Kellogg was doing. Then he proceeds: 

All that business about the equipment for the engineering school and about the 
airport came from one of our people here or on our staff, and actually who said 
to me, “Well, I guess that business has put a damper on our getting the airport 
for these purposes”— 
there is the statement of Dr. Bryant in plain words, that he received a 
telephone conversation from somebody who talked about equipment 
for the engineering school and about the airport, and all of the matters 
mentioned by Dr. Bryant in his reconstructed conversation 

Senator Krerauver. Dr. Kellogg. 

Senator O’Manonery. Dr. Kellogg, in his reconstructed conversa- 
jon. That is all acknowledged. The only question is who said it. 

Bryant says here: 

It came from one of our people here or on the staff. 

And then he went on: 


It just reflects our own plans here. They simply asked the question for infor- 
nation—what was going on and what Dean Kellogg was doing there. 
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Then a little bit later on page 6 of the McDowell transcript of the 
conversation with Bryant, Mr. McDowell said: 


You would also deny that you got a call from Jackson in which these state- 
ments were made to you and that the calls in turn referred to a call that you 
had received from Washington? 


Mr. Bryant. I do not remember that. I think the rest of the transcript is 
correct. 


The rest of the transcript is correct, he just doesn’t remember the 
call from Jackson. 


Dean Kellogg and I talked quite a time, and I may not have made myself 
entirely clear, but I did not intend to leave the impression that they had said 


that the airport and engineering were involved. I was trying to give him all 
of the background. 


Now, Mr. Chairman, I submit for the record that that is Mr. 
Bryant” s complete contradiction of the statement he made on page 5 


to Mr. McDowell that one of the persons with whom he talked about 
this matter said: 


Well, I guess that business has put a damper on our getting the airport for 
these purposes. 


There is a clear conflict of the testimony of Dr. Bryant within two 
pages of the McDowell memorandum. 


Mr. McDowe LL. Didn’t you call those people back? 
Mr. Bryant. They were people on the faculty. 


An irresponsive answer, if I ever heard one. 

Mr. McDoweLv. Were there any inquiries from people not on the faculty? 

Mr. Bryant. Some of the alumni. 

Mr. McDoweE Lu. Do you care to name them? 

Mr. Bryant. I do not think so. Because it is a matter of personalities. 

Mr. McDowe Lt. It may well be necessary for us to cause a person to come 
down there and to take your testimony under oath. 

Mr. BRYANT. Well, if it will be necessary 


Mr. McDowell was evidently of the impression, having been suffi- 


ciently impressed about this matter, to think somebody ought to be 
put under oath on it. 


Mr. McDowe Lt. I think I can assure you that it will be necessary. 

Mr. Bryant. In that case you will just have to come, because nothing of that 
sort happened. When do you think you might have someone come? 

Mr. McDowet.. Will you be available the rest of the week? 

Mr. Bryant. I will be at the university the rest of the week. 

Mr. McDoweELt. I think it may be necessary, and I will get in touch with you 
again about that time, and so forth. 

Mr. Bryant. I am not being stubborn, I want you to understand 

Mr. McDow.eE Lt. It is not a question of being stubborn or not. It may be a case 
of appearing before a grand jury. 

Mr. Bryant. I hope there will be no publicity given. 

Mr. McDowe Lt. Dr. Kellogg has had a press conference. 
of conversation has been widely circulated in Washington. 

Mr. Bryant. I will tell you that before the press is firmed up on that 

Mr. McDowe Lt. I imagine it is in the headlines already. 

Bryant. I hope Dean Kellogg will call me and get that pertinent paragraph 
straightened out. I think the university and I deserve the consideration of having 
such a paragraph looked over by the university before it is released. 


And so on. 

But here is the statement transmitted to the Department of Justice, 
to the Criminal Division of which Mr. Olney is the head, and it is not 
regarded as even sufficient for a little investigation. 


This memorandum 
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Senator Dirksen. Let’s hear from Mr. Olney. 

Senator Kreravuver. Any further comments or questions ? 

Mr. Oxuney. I would like to add for the benefit of the committee, 
in quoting this transcript at length the Senator omitted what seems to 
me a rather significant question. 

Senator O’Manoney. I don’t want to omit anything. What page is 
this on? 

Mr. OLNey. Six. 

Senator O’Manoney. I want to be perfectly fair with you and every- 
one else. 

Mr. OtNey. Mr. McDowell is quoted as saying: 

You would deny under oath that this is a fair summary of that telephone call 
with Dr. Kellogg? 

And Bryant says: “Yes.” 

Senator Kerauver. Read on a little further. 

Mr. Otney. He has already read that. He left out that question. 

Senator O’Manoney. I began with, “You would also deny that you 
got a call from Jackson.”—I said “also.” I want you to know that. to- 
day has been the first time that I have seen this document. I have not 
gone over it page by page and line by line. 

Mr. Otney. Senator, if you did, you would come to the same con- 
clusion I did. 

Senator O’Manonry. Not on the basis of what you have read and 
what I have read, sir. 

Senator Dirksen. Mr. Olney, from your recollection of this file, 
all these people who are supposed to be a part of the conversation down 
in Mississippi, did not call Mr. Kellogg when he was here. The only 


person who called him was Dr. Bryant; isn’t that correct? 

Mr. Otney. That is correct. 

Senator DirksEN. So if you were going to determine pressure under 
this statute, you had only one person to deal with, that was whether 
Dr. Bryant was exerting pressure on Dr. Kellogg ? 

Mr. Otney. That is right. 

Senator Dirksen. You couldn’t put pressure on a — unless you 


communicated the pressure tohim. There is no hint here among all of 
the conversation of faculty members and others, that any of them 
talked to Mr. Kellogg when he was here. You would have to go back 
to the one and only witness you had, and that would be Dr. Bryant ? 

Mr. Otney. That is right. 

Senator Dirksen. In evaluating whether or not you could go any- 
where. 

I notice, of course, in the summarization of the statute here in this 
memorandum that there are a few words that were evidently left out. 
I have to assume that. When you speak about whoever injures a 
witness or whoever corrupts by threat and force or by threat either 
obstructs and impedes or endeavors to influence, the part that is left 
out here is that you have to find him guilty, don’t you? 

Mr. Otney. That is right. 

Senator Kerauver. I think that statute is copied verbatim. 

Senator Dirksen. You couldn’t sentence him to prison and fine him, 
unless you found him guilty, unless my idea of the criminal law has 
changed since I was a student. 

Senator O’Manoney. Isn’t it a matter of well-known criminal prac- 
tice that the Department of Justice, with prosecuting attorneys all 
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over the land in the States, goes to the grand jury, and where they 
prosecute on information and belief, frequently without conviction, 
that they are going to get a verdict of guilty? The Department of 
Justice doesn’t always obtain a verdict of guilty. 

I remember a case which very recently had very great publicity, in 
which it was finally necessary for the attorney who was prosecuting 
the case to appear before the court and apologize and withdraw the 
case. Those things happen. 

In this statute the words are “or influence.” 

Senator Kerauver. “Endeavor to influence.” 

Senator O’Manonry. “Endeavor to influence.” 

Senator Dirksen. You have to prove he did that. 

Senator O’Manoney. Certainly. 

All I have been saying is that the Department of Justice has testified 
today that it didn’t think the facts that were presented and the knowl- 
edge it had were sufficient for an investigation. 

If they had reached this decision after having checked, after having 
found out who were the individuals who called, and then said to us, 
“We don’t think there was a case,” they would be in a very different 
position. 

What was done here was that the thing was brushed off and thrown 
into the wastebasket without investigation in a matter in which the 
testimony before this committee has shown over and over again that 
almost every branch of the executive arm of Government was involved 
in trying to push this Dixon-Yates contract through. 

Senator Dirksen. I think that is an unwarranted and unjustified 
assumption. 

Senator O’Manoney. They testified as to the meetings in the White 
House, the offices of the Government. 

Senator Dirksen. I heard the testimony. But your earlier obser- 
vation as to whether people are found guilty or not completely begs 
the question. 

The problem before Mr. Olney’s division is: Do we have at least a 
prima facie case on which to work? After an examination of the 
records, they concluded they do not have a case. 

Senator O’Manonry. And they didn’t look to see whether they 
did have. 

Senator Dirksen. They did look. 

Senator O’Manoney. The witness and you disagree. 

Senator Kerauver. Senator Dirksen, you inferred that in copy- 
ing 

Senator Dirksen. I didn’t mean that inference. 

Senator Kerauver. Here is the section. 

Senator Dirksen. Had I done it, I might have left it out, too. 

Senator Keravuver. I hand you 1505 of the Criminal Code, and you 
will find that nothing was left out. Here it is. 

Senator Dirksen. I don’t have to look at it. You have to prove that 
a person is guilty. Here is an enforcement arm of the Government 
that must do that. 

Senator Krrauver. Then, Senator, I don’t want the record to have 
any indication that the whole section was not copied. 

Senator Dirksen. No. 

Senator Keravuver. Here it is. 
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Senator Dirksen. I had to read in there that you had to find him 
guilty. ‘ 

Senator Keravver. The whole section, as it is, was copied. 

Senator Dirksen. Let’s not quibble. 

Senator Kerauver. Iam not quibbling. 

Senator Dirksen. It is quibbling. 

Senator O’Manoney. It is not quibbling to say, Senator Dirksen, 
that you don’t have to find a man guilty to investigate. 

Senator Dirksen. That is correct. But you have to prove that he 
endeavored to influence. That is the crucial question that Mr. Olney 
had to determine from the facts that were there. He had to do it on 
the basis of what the available witnesses were. 

Senator O’Manonrey. My point was that he didn’t go to get the 
available witnesses, while Mr. McDowell had said “You may have to 
come down here and testify under oath.” That was in the matter 
before him. 

Senator Kerauver. I think at this point in the record, some citations 
of some cases should be briefly read : 

Catrino v. United States (176 Fed. (2d) 884); Thomas v. United 
States (15 Fed. (2d) 958); Bedell v. United States (78 Fed. (2d) 
358); U.S. v. Russell (255 U.S. 138). 

Under all of these cases the attempt does not have to be successful, 
and also an experimental effort is found to come within the statute. 

Senator O’Manoney. That is obvious from a reading of the statute. 

Senator Krrauver. It may be one point removed. If there is an 
attempt to influence somebody, then apparently that is an experimental 
effort which might be in violation of the statute. 

Anything else, Mr. Olney ? 

I think there is one point we ought to ask Mr. Volpe about. 

Mr. Votre. Mr. Chairman, I was not asked to appear here. I came 
in as an observer. 

Senator Keravver. I know you did. I think there is one point I 
would like to have you testify about. 

Mr. Votrr. There is a brief statement I would like to make. 

Senator Kerauver. Come forward. 

Do you swear the testimony you give will be the whole truth, so 
help you God ? 

Mr. Votre. I do. 

Senator Krravver. You were the attorney for the State of Ten- 
nessee in this proceeding ? 


TESTIMONY OF JOSEPH VOLPE, JR., COUNSEL, STATE OF TENNESSEE 


Mr. Votre. I was. 

Senator Krrauver. Mr. Olney indicated that you did not think the 
matter was of particular importance because you didn’t pursue it, 
or something of that sort. Will you just state your version of that? 

Mr. Votre. That is precisely what I wanted to comment on. I 
would like to tell the committee how this matter came up. 

Dr. Kellogg was called by us as an expert. He came here, arrived 
in Washington on December 18, and attended the hearing, and while 
he was there he had some conversations with parties to the proceeding. 

The next day we worked all day on his testimony, and it was agreed 
that we would meet the next morning to resume our work. 
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The next morning he came in. 

Senator Kerauver. The next morning would be what morning? 

Mr. Votre. Sunday, December 19. 

That morning he came in, and he was very distressed. He told 
me something had happened the night before which upset him a great 
deal and which he felt he was under obligation to report to us. 

I asked him what he was talking about. He said he had received a 
telephone call from the provost of the university about his appearance 
here as a witness. I told him I did not want to hear the details. It 
seemed to me important that he record immediately what he could 
recollect or remember about that telephone conversation. 

We put him in one of the offices and he then wrote out in longhand 
what he could remember about the telephone conversation. 

When he got through we gave these longhand memoranda to a 
secretary. One change was made in it, at our suggestion. He put 
in the memorandum the name of an individual in Jackson, Miss., 
who he thought was mentioned in this telephone conversation. We 
asked him at the time whether he was certain that Dr. Bryant had 
mentioned this name. He said he was not certain, he couldn’t be 
certain. It was entirely possible that he just jumped to the con- 
clusion when Dr. Bryant mentioned Jackson, Miss., that it was this 
individual that had made the telephone call. 

When he said that, we then suggested to him that he delete the 
name, and the name was deleted. 

After the memorandum was typed, I read it, and it is the memo- 
‘andum that was read here this morning. 

When I read the memorandum, it seemed to me that someone with 
an interest, for what reason I did not know, in this case, had taken 
an interest, an undue interest, in Dr. Kellogg’s testimony. 

I consulted with my partners as to what our responsibility and 
obligation was under the circumstances. It was clear to me that 
Dr. Kellogg was not influenced in any way. He is an honorable and 
courageous individual, and I am sure even if it had meant his job, he 
would have testified. 

It was also clear, from what Dr. Kellogg had told me, that Dr. 
Bryant didn’t try to bri ing any pressure upon ‘him. From his account, 
it was clear that Dr. Bryant was upset by this and was distressed by 
it and was wondering what to do about it. But it was also clear to 
me that someone had initiated an effort to communicate, either 
through Dr. Bryant or others, the fact that they were displeased with 
Dr. Kellogg’s testimony in Washington. 

I should like to say here that Dr. Kellogg is not only an honorable 
and courageous individual and he has all his faculties, and I don’t 
think he would have dreamed up these statements that are contained 
in his memorandum. 

As a matter of fact, I urged him to take time and to be sure that 
his memorandum was as accurate as possible. He took plenty of time. 

As I indicated before, when we went over it with him, we impressed 
upon him to make sure that he was not putting anything i in that memo- 

randum that might be just his imagination or his assumption, and it 
was in that way we got out that name that he had put in it. 

When we got through talking with him, when we got through 
examining the memorandum, it was clear to me that someone had acted 

65950—56—pt. 229 
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improperly, and it was clear to me that this was a matter that I was 
under an obligation to call to the attention of the Securities and 
Exchange Commission. 

This upset me very much, because it was clear to me that this was 
not relevant to the questions before the Commission with respect to 
whether they should authorize the stock issue or not, but there was 
involved the question of whether or not a criminal statute had been 
violated. 

The comments I want to make are that, as counsel in this proceeding, 
I felt and still feel now that I had an obligation to call to the attention 
of the Securities and Exchange Commission the possibility that some- 
one had attempted a criminal violation in that case, and that at that 
point my responsibility ceased. 

It was not my responsibility to put myself in a position of an inves- 
tigative arm of the Government, to determine whether what Dr. 
Br yant had said to Dr. Kellogg was correct, true, and who in Jackson 
may have called hin, if the call from J Jackson had been made. 

Senator Langer. Why is that so, if you are handling the civil case ? 
Why weren’t you interested in finding out? 

Mr. Voter. I do not have the facilities available to me to conduct 
a criminal investigation. 

Senator Lancer. You could have subpenaed anybody you wanted to 
in the civil suit. 

Mr. Votre. I could have subpenaed people. I do not have an inves- 
tigative staff. I was representing public agencies. The funds avail- 
able for the work we were doing were kind of me: iger, to begin with. 
I could not send out investigators into the field to interview people 
on the campus in Mississippi, or to find out who in Jackson, Miss., may 
have made these telephone calls. 

I thought my obligation ended when we reported this matter to the 
appropriate agencies in the Government, and in this instance, since 
the proceeding was before the SEC, that was the appropriate Govern- 
ment agency. 

I had no intention of making a public issue of the matter. I handed 
this memorandum to the Commission, without making any statement 
on the record. I told the Commission that I was taking no position 
with respect to this matter. I was simply advising the Commission 
of what had happened. 

After the noon recess, the Commission asked for an executive session 
with counsel for the parties. We went into executive session, and 
the Commission started to just think out loud, so to speak, as to what 
the next step might be with respect to this matter. 

At that point someone made a remark that went like this: How did 
they know that Dr. Kellogg hadn’t just fabricated the whole story ¢ 
That made me mad. They brought into question the integrity and the 
honesty of this individual. 

I said, in that case, let’s put him on the witness stand. That is how 
the matter came into the open and became a part of this record. 

I would like to make clear that I am sure that Dr. Kellogg testified 
in that proceeding as he always intended to testify, even “before the 
telephone call from Dr. Bryant. I would also like to make clear that 
nothing that Dr. Kellogg said to me indicated that Dr. Bryant asked 
him or tried to persuade him not to testify. 
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The memorandum states that this was a matter that Dr. Bryant left 
completely to Dr. Kellogg. But I would also like to say this: In my 
reading of the memorandum and in my reading of this statute, the 
possible criminal violation was not what Dr. Bryant had done, was not 
how Dr. Kellogg reacted, but it was the fact that someone had initiated 
a course of action with respect to Dr. Kellogg’s testimony. 

Indeed, insofar as the statute was concerned, when I read it and 
had to decide what my responsibility was, it would have made no 
difference, it seemed to me, whether Dr. Bryant had communicated 
with Dr. Kellogg at all, because it seemed to me that the statute was 
explicitly clear that the crime is to endeavor to influence, and it makes 
no difference how far that endeavor goes; if the attempt is made, that 
indicates the need for investigation as to the motive or the purpose of 
that attempt, and when I brought this matter to the attention of the 
Securities and Exchange Commission, I felt I had an obligation as an 
officer of the court to do so. I believe any counsel for a party in any 
proceeding, whether it be a Federal agency or in the courts, is under 
a duty to report such matters to the agency or court when it comes to 
his attention. 

Senator Dirksen. The telephone call happened after Dr. Kellogg 
filed his statement with the Commission ? 

Mr. Votre. It was before. 

Senator Dirksen. When did he file his statement with the Com- 
mission ? 

Mr. Votre. He testified on December 20. 

Senator Dirksen. This call was on the 18th? 

Mr. Votre. On the 18th. 

Senator Dirksen. Was there any departure from his prepared 
statement ¢ 

Mr. Votre. There was no departure. 

Senator Dirksen. So there was the alleged influence, but it had no 
effect on the testimony of Dr. Kellogg? 

Mr. Votre. Senator, I am completely satisfied that he was not in- 
fluenced one iota. 

Senator Dirksen. Let me ask one other question, not that I regard 
it as material, although Senator O’Mahoney did. 

When the word “canned” was used, is that common among lawyers? 

Mr. Vorrr. It certainly is. I suspect I used it myself in that pro- 
( eeding. 

Senator Krrauver. Did you regard this as a serious matter or not? 

Mr. Votrr. If I didn’t, I would never have reported it to the SEC. 

Senator Kerauver. Then you did regard it as a serious matter? 

Mr. Votre. Senator, Mr. Olney took it upon himself to characterize 
what counsel for the State of Tennessee did or did not do in this ease, 
and what his assumptions must have been in view of what he did or 
did not. 

Again I want to repeat, I regarded this as an extremely serious mat- 
ter. It was clear to me that unless Dr. Kellogg was having a night- 
mare of some kind or was having hallucinations, there must have been 
a telephone call, and the telephone call must have been substantially 
like his account of it in that memorandum, and if that were the case, 
then there was a question of possible violation of the Criminal Code, 
and it seemed to me that was not my responsibility or function te 
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conduct an investigation to determine whether or not our criminal 
laws were violated. It was only my responsibility to bring that to the 
attention of the Government. 

Mr. Oxtney. I would like to make it clear that I had no intention of 
casting any aspersions of any kind on Mr. Volpe in my referring to 
him 

Senator Kerauver. If you want to ask Mr. Volpe any questions, you 
can do so. 

Mr. Oxtney. I wanted to make it clear that the sole basis for my 
remarks are the questions and answers that appear on page 1222 of 
the transcript of the hearing, where Chairman Demmler says to Mr. 
Volpe: 

Do we understand you are proceeding with this line of questioning with an 
affirmative undertaking on your part to connect it up with the applicants in this 
case? 

In answer to that, you are quoted as saying, Mr. Volpe: 


I think the witness’ testimony must speak for itself. 

Chairman DEMMLER. I am asking you whether you undertake to connect this 

9 
ee: Votre. Well, sir, I will undertake to connect this up, should any question 
develop with respect to this through a request for a subpena as to the various 
people who might be involved in this matter. 

Mr. Volpe, I had nothing in mind other than that transcript. 

Mr. Votrr. Mr. Olney, if I may, Mr. Chairman, I don’t want to 
engage in debate with Mr. Olney here, but the transcript speaks for 
itself. The statements I thought needed some comment on were your 
statements that I didn’t regard this as a serious matter, and I didn’t 
think it was necessary to investigate it further, and I didn’t think it 
was necessary to subpena witnesses. 

When that discussion took place, had I had presence of mind, I . 
would have said to the Commission I do not intend to pursue this any 
further. It is your responsibility and you pursue it. 

It seemed to me that since Dr. Kellogg’s honesty and integrity had 
been called into question, I owed it to him to put him on the witness 
stand and have him tell the story under oath, and I promised the 
Commission if they wanted me to connect it up, I woud do my level 
best to connect it up by subpenaing witnesses. The Commission has 
never asked me why I did not attempt to connect it up. 

Senator Keravuver. All right. Anything else? 

(No response. ) 

Senator Krerauver. That completes the testimony on this subject. 

I think it should be pointed out that certainly I don’t consider it the 
business of this committee to investigate a case down to the last point, 
to see what should have been done, and whether a case should have 
been presented to a grand jury or not. But I do think it is the business 
of this committee to inquire into what the departments do about a case 
of possible attempted influence of witnesses or violation of the Crim- 
inal Code. 

I remember that Mr. Brownell in the beginning of his term, as I 
recall, said that when there was testimony, even though they didn’t 
resolve the conflict, he was going to see that matters were presented 


to the grand jury and let the grand jury determine what the facts 
were, and whether there was a violation. 
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It is quite clear from this evidence that the SEC, certainly Mr. 
McDowell, thought that further investigation should be made from the 
records of the SEC, from their minutes, because they expressed con- 
cern as to whether there had been a violation. 

Dr. Kellogg testified in the case. Mr. Bryant’s only testimony is 
the telephone conversation. This question of whether people in a 
strong economic position are trying to influence testimony is a very 
important matter. It would seem to me to be a matter that the 
Department of Justice should be tremendously interested in. 

This case had been widely advertised. There was a whole lot about 
it in the newspapers and in the Congress, and I think the Department 
of Justice—my personal opinion is—was called upon to make an 
investigation. I think their action in this case has been deplorable 
in not doing so. 

It will be quite apparent that it would be impossible to find out 
who “they” were, who made the call, exactly what was said, what was 
the nature of the attempted influence, unless the witnesses themselves 
were investigated, and then it is difficult to get relevant and coherent 
facts from a transcript of a telephone conversation. 

It would certainly seem that an affidavit from various and sundry 
people who had something to do with it would have been indicated. 

We sent Mr. Dixon word and invited him to be here. We set forth 
what the nature of the matter was. Mr. Dixon’s telegram has been 
read into the record, but nowhere does Mr. Dixon say, as one would 
expect him to say, that he had nothing to do with this, nor did anybody 
from his organization have anything to do with it. Instead of that, 
he refers to certain testimony. 

So I suppose from the telegram and from what has been said, we 
Just have to draw our own conclusion as to that matter. 

Does anybody else have any observations to make / 

Senator O'Mahoney / 

Senator O’Manonry. No. 

Senator Dirksen. I have one concluding observation. 

Certainly, I do not subscribe to the contention that the Department 
was urged or called upon to make an investigation. I think it is clear 
from the memorandums submitted by the SEC that the Department 
was called upon to determine whether an investigation was warranted 
under the circumstances, in the light of the terminology and the 
requirements of the statute. 

They made that determination, and decided that beyond that no 
further investigation was warranted. I think that is a reasonable 
conclusion of the testimony we have had this morning. 

Senator Kerauver. Very well. The committee will stand in recess 
until further call of the Chair. 

(Whereupon, at 1:35 p. m., the subcommittee adjourned, subject 
to the call of the Chair.) 








POWER POLICY—DIXON-YATES CONTRACT 


MONDAY, DECEMBER 5, 1955 


Unirep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 9:40 a. m., in room 
424, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (presiding), O'Mahoney, and Langer. 

Also present: Senator Dirksen; Richard Wallace, administrative 
assistant to Senator Kefauver; and George Norris, Jr., counsel, Joint 
Committee on Atomic Energy. 

Senator Krrauver. Since our last meeting, there has been another 
important development in the continuing history of the Dixon- Yates 
contract. 

The contract has now been held void by the Atomic Energy Com- 
mission because of the conflict of interest resulting from the dual role 
of Mr. Adolphe Wenzell, formerly vice president of the First Boston 
Corp., the financial agent for Dixon-Yates, while at the same time 
consultant to the Bureau of the Budget. 

Senator Dirksen. Mr. Chairman, could I interrupt there for a 
moment? Yousay “held void” 

Senator Kerauver. Void or voidable. 

Senator Dirksen. I thought they just raised a substantial question 
as to the validity. 

Senator Keravver. The actual language is they “cannot recognize,” 
I believe. 

Senator Dirxsen. I thought they left it indeterminate by saying it 
was a matter for disposition by the courts. 

Senator Kerauver. Well, the actual language is “The conclusion 
has been reached that the contract is not an obligation which can be 
recognized by the United States.” 

Senator Dirksen. The last paragraph, I think, of the opinion was 
that there was a substantial question as to the validity, which should 
be resolved by the courts. I just want to be sure that the estimate 
is correct. 

Senator Kerauver. All right, Senator. 

The facts of this conflict were exposed by this subcommittee and 
copies of the hearings were sent to the Justice Department, the Comp- 
troller Gener al, and the Atomic Energy Commission. It appears that 
they have been given some consideration. This histor y of the Dixon- 
Yates deal has now gone almost full cycle. First, the contract was 
ordered executed by the President. Then it was ordered canceled by 
the President. First it was ruled legal and binding by the Atomic 
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Energy Commission. Now it has been ruled illegal and void by the 
Atomic Ener gy Commission or of no obligation, as Senator Dirksen 
has said. 

Now, what is the present interest of this subcommittee ? 

If a contract is so tainted with fraud that it is void or voidable, the 
position which the Atomic Energy Commission will have to take in 
the courts as we understand it, then this subcommittee is concerned 
with the question whether the execution of that contract violated the 
criminal statutes of the United States which were enacted by Congress 
to guard against such conspiracies. 

We feel also that we have a responsibility to inquire into what the 
responsible officials are going to do now to determine who are involved 
and how they are involved. Certainly, Adolphe Wenzell is not alone 
in his involvement. It will be remembered that he became concerned 
about his own position and discussed it with both Mr. Dixon and Mr. 
Rowland eahad, However, nothing was done about it. Negotia- 
tions continued just as before. ‘The Government entered into the con- 
tract. And then responsible heads of all Government agencies in- 
volved kept the role of Mr. Wenzell secret from Congress, the press, 
and the public. 

We also feel that we have another responsibility. We want to give 
some of the Government witnesses, and possibly also some of the 
private witnesses who have previously testified before this subcom- 
mittee, an opportunity to review their prior testimony. They will be 
given an opportunity to decide what they want to do about the many 
disc repancies which are self-evident. The new testimony will be taken 
under oath, as was all the prior testimony, thereby making both subject 
to the criminal statutes concerning perjury. 

Finally, this subcommittee will want to determine whether any 
action on behalf of the Government to recover damages is contem- 
plated, and if not, why not? It would seem that since the Atomic 
Energy Commission has found the contract to be void or voidable 
because of certain activities which are contrary to public interest, a 
‘ause of action should be available to the Government for damages 
suffered by the Government. We have no estimate at the present time 
of the amount of those damages, but they undoubtedly amount to many 
million dollars. Therefore, ‘the question arises as to why the Govern- 
ment is not suing Dixon- Yates, rather than waiting for Dixon- Yates 
to sue the Government. 

Our witnesses today will be Adm. Lewis Strauss, Chairman of the 
Atomic Energy Commission, with certain of his associates; Mr. Row- 
land Hughes, Director of the Bureau of the Budget, with certain of 
his associates; and Mr. Ralph Demmler, former Chairman of the 
Securities and Exchange Commission. 

I know that all of our witnesses are busily engaged in many things 
and have a lot of engagements, and we will try ‘to get to the heart of 
the matter as quickly as we possibly can. 

Any preliminary matters? 

Senator Lancer. No. 

Senator Keravver. I think before we start that it might be well to 
have copied into the record, first, the release of the Atomic Energy 
Commission dated W ednesday, November 23, 1955, entitled “AEC 
Notifies Mississippi Valley Generating Co. Its Power Contract Cannot 
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Be Recognized as an Obligation of the United States.” Without 
objection, that will be copied fully into the record. 
(The document referred to follows :) 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington, D. C. 


(No. 734. For immediate release, Wednesday, November 23, 1955) 


AEC NOTIFIES MISSISSIPPI VALLEY GENERATING Co. Irs PoweR ConTRACT CANNOT 
BE RECOGNIZED AS AN OBLIGATION OF THE UNITED STATES 


Lewis L. Strauss, Chairman of the Atomic Energy Commission announced 
that the Commission, on advice of its General Counsel, today has notified the 
Mississippi Valley Generating Co. that its power contract of November 11, 1954, 
with the United States is not an obligation which can be recognized by the United 
States. 

The study on which the General Counsel’s advice was based was directed to 
the question of whether or not the contract with the Mississippi Valley Generating 
Co. is invalid by reason of a violation of law and of public policy with respect to 
conflict of interests. 

The text of the Commission’s letter of notification to the Mississippi Valley 
Generating Co. is attached. 

(Note to correspondents: The text of the General Counsel’s advisory opinion 
is available to correspondents for examination at the Atomic Energy Commis- 
sion’s headquarters, 1901 Constitution Avenue NW., Washington, D. C., and 
copies will be distributed as soon as they are available.) 


Senator Krrauver. Next, a letter dated November 23, 1955, to the 
Mississippi Valley Generating Co. signed R. W. Cook, Acting General 
Manager of the AEC, notifying them to the same effect. 


( The document referred to follows :) 
NOVEMBER 23, 1955. 
MISSISSIPPI VALLEY GENERATING Co., 
New York, N. Y. 
(Attention of Mr. Edgar H. Dixon, president.) 

GENTLEMEN: The Commission has completed its review of the June-August 
1955 record established by the Senate Judiciary Subcommittee on Antitrust and 
Monopoly Legislation, hearings before the Securities and Exchange Commission, 
and related data respecting the Mississippi Valley Generating Co. power contract 
with the United States of November 11, 1954, No. AT—(49-1)-814. 

Upon the advice of counsel, the conclusion has been reached that the contract 
is not an obligation which can be recognized by the United States and you are 
hereby advised that it will not be recognized by the United States. 

Sincerely yours, 
R. W. Coox, 
Acting General Manager. 


Senator Krerauver. And then a document dated November 23, 1955, 
“Note to editors and correspondents,” which was the release of this 
notification, and also explaining that a copy of the General Counsel’s 
advisory opinion is attached. 

(The document referred to follows :) 


UNITED STATES Atomic ENERGY CoMMISSION, 
Washington, D. C., November 23, 1955. 
Note to editors and correspondents: 

Attached is a copy of the general counsel’s advisory opinion which is mentioned 
in AEC release No. 734 entitled “AEC Notifies Mississippi Valley Operating Co., 
Its Power Contract Cannot Be Recognized as an Obligation of the United States” 
which was distributed on November 23, 1955. 


Senator Keravuver. Then the advisory opinion by Mr. William 
Mitchell, the General Counsel of the Atomic Energy Commission, 


dated November 15, 1955, all of which will be made a part of the 
record. 
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(The document referred to follows :) 


UNITED STATES ATOMIC ENERGY CoM MISSION 
MEMORANDUM TO THE COMMISSION BY THE GENERAL COUNSEL 


1. You have asked my opinion as to whether or not the Commission’s contract 
with the Mississippi Valley Generating Co. is invalid by reason of a violation 
of law and of public policy with respect to conflict of interests. 

2. In a letter to the Chairman of the Commission, dated July 29, 1955, the 
Assistant Comptroller General stated his opinion that the contract was within 
the authority of the Commission, was valid according to its terms, and that the 
Commission could use funds available to it for termination of the contract. 
However, the Assistant Comptroller General went on to refer to the hearings 
with respect to this contract then being held by the Subcommittee on Antitrust 
and Monopoly Legislation of the Senate Committee on the Judiciary, in which 
questions of possible conflict of interest and public policy had been raised. He 
suggested that there should be considered appropriate means to protect the 
interests of the United States should it develop that the Government is entitled 
to relief from liability on the ground of public policy. The position of the 
Assistant Comptroller General is further elaborated in his letter to the Chair- 
man of the Commission of October 3, 1955, in which he stated the Government’s 
right should be reserved if there were reasonable doubt on this question. 

3. I have reviewed the transcript of the hearings before the subcommittee 
above mentioned (which commenced June 27, 1955, and continued through 
August 3, 1955), together with certain portions of the hearings of 1955 before 
the Securities and Exchange Commission, certain of the Commission’s own files 
with respect to the history of the proposal by the Dixon-Yates group dated 
April 10, 1954, a comparison of this proposal with the final contract, and a 
memorandum with respect to the Senate subcommittee hearings dated October 
18, 1955, which was submitted to the Commission by Daniel James, counsel for 
the company. Based upon the facts as they appear from the data indicated 
above and upon a study of the statutes, the decisions of the courts, and the 
opinions of the Attorney General, I am of the opinion that there is a substantial 
question as to whether there were material violations of law and public policy 
in the inception of the contract which would result in its being held invalid by 
the courts. 

4, Section 434 of title 18, United States Code, makes it a criminal offense for 
one who is directly or indirectly interested in the pecuniary profits or contracts 
of any business entity to act as an officer or agent of the United States for the 
transaction of business with that business entity. Furthermore, apart from 
the statute, there is a rule of public policy enunciated by the courts and the deci- 
sions of the Attorney General that a public servant cannot in his private or 
official character enter into engagements in which he has, or can have, a con- 
flicting personal interest. Attorney General Biddle stated the proposition thus: 

“Apart from statute, there are certain principles of fair dealing which have 
the force of law and which are applicable to all officers of the Government. 
A public office is a public trust. No public officer can lawfully engage in business 
activities which are incompatible with the duties of his office. He cannot in 
his private or official character enter into engagements in which he has, or can 
have, a conflicting personal interets. He cannot allow his public duties to be 
neglected by reason of attention to his private affairs. See United States v. 
Carter (217 U. S. 286, 306). Such conflicts of interest are not tolerated in the 
ease of any private fiduciary, and they are doubly proscribed for a public 
trustee.” 

If these rules are violated in connection with the inception, negotiation, or 
execution of a contract with the Government, the contract may be invalid. 

5. The rules are not limited to full-time employees of the Government, but 
apply as well to temporary, expert consultants who serve the Government without 
compensation. In this instance it appears that the rules may have been violated 
by Adolphe H. Wenzell in his dual capacity as part-time consultant to the Bureau 
of the Budget and as a senior vice president of First Boston Corp., which was 
the financial adviser, and later the financial agent, for the Dixon-Yates group. 

6. The data available to us indicate that Wenzell first became a part-time con- 
sultant with the Bureau of the Budget in May 1953 to do a commercial financial 
analysis of the Tennessee Valley Authority for the Bureau. It was understood 
that Wenzell would continue his employment with First Boston. First Boston 
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is an investment banking firm of New York City which does a large volume of 
electric utility financing. Wenzell was a member of its board of directors and 
his wife was a stockholder of several hundred shares of the corporation’s stock. 
As a senior vice president, he was paid a salary, plus adjusted compensation, 
the latter being fixed by executive committee and probably related to the amount 
of business which the particular individual brought in. 

7. Wenzell completed his report for the Bureau of the Budget in September 
1953, and returned full time to First Boston in New York. 

8. In December of 1953 and in January of 1954, the Bureau of the Budget 
(Joseph M. Dodge then being Director) decided upon a policy of seeking to 
establish a privately owned generating company to supply the Atomic Energy 
Commission with a portion of its electric power requirements which would 
otherwise come from the Tennessee Valley Authority. Exploration of the policy 
was delegated to Chairman Strauss and Walter Williams, then Deputy General 
Manager, of the Atomic Energy Commission. During this time Middle South 
Utilities, Inc., of which Edgar H. Dixon was president, came into the picture 
as a possible supplier of this power. Within the Bureau of the Budget, Rowland 
R. Hughes, then Deputy Director, was given responsibility for carrying on the 
project. Hughes became Director of the Bureau when Dodge resigned on April 
14, 1954. 

9. On January 14, 1954, Hughes telephoned Wenzell in New York and asked 
Wenzell to come back to Washington to give him help on technical details in 
connection with the project. The Budget Bureau called Wenzell in because there 
was no one in the Bureau who was acquainted with the financial phases of the 
situation and because Wenzell was the most expert person they knew who was 
at that time more or less connected with the Bureau. He was the only outside 
person called in to advise the Government. Wenzell came to Washington on 
January 19, 1954, and from then until early April 1954, he served as a part-time 
consultant to the Bureau to advise the Bureau on interest costs on bonds, the 
percentage of the capitalization which could be made against equity with bond 
financing, the ratio of equity to bonded indebtednss in order to have the best 
marketable securities, the disparity between equity and debt, how much the 
equity and debt should be, the terms of the operation, and protective clauses. 
However, the Bureau of the Budget was not concerned with who should do the 
financing for the sponsoring companies, and this aspect of the inatter was not 
part of Wenzell’s official duties. 

10. During the period between January 19, 1954, and early April 1954, Wenzell 
attended a series of meetings at the Bureau of the Budget, at the Atomic Energy 
Commission, and at private offices, both in Washington and New York, which 
variously involved Budget, Atomic Energy Commission, and utility officials. In 
connection with his first meetings with Government representatives and the 
utility officials on January 19 and 20 at the Atomic Energy Commission offices, 
Wenzell brought with him Paul Miller, an assistant vice president of First 
Boston, who was familiar with the Ohio Valley Electric Corp. financing. It is 
clear that Miller did not come as a Government consultant, in fact Hughes says 
he did not even know about it. Wenzell also met with Dixon 8 or 10 times dur- 
ing this period, including occasions when other Government representatives 
were not present. 

11. When Dixon was getting ready to present a proposal to the Bureau of the 
3udget, he asked Wenzell to contact his First Boston people in New York to obtain 
their opinion on the overall costs of money. The ratio of debt to equity in the 
capitalization of the company and the interest rate on the debt were vital to the 
transaction, since the cost of both debt and equity financing would be reflected in 
the power rate payable by the Government. (The contract as finally written 
contained a provision that if the company were ever successful in refinancing the 
debt at an interest rate less than 3% percent, the parties would negotiate an 
equitable overall downward adjustment of the power rate.) Early in February 
1954, Wenzell participated in meetings of First Boston officers and employees to 
get an informed opinion about the cost of money and about various debt and 
equity ratios. During January and February, Wenzell kept Miller, of First Bos- 
ton, informed of the Dixon-Yates negotiations. Wenzell also prepared a draft 
of a proposed letter from First Boston to the Dixon-Yates group indicating that 
bonds in the sum of $114 million could be sold to insurance companies and other 
institutional investors, and indicating the terms surrounding the 3% percent 
rate. Wenzell either gave or showed to Dixon a copy of this draft letter just 
prior to Dixon’s submitting the first proposal, dated February 25, 1954, to the 
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Bureau of the Budget. The information thus given by Wenzell to Dixon was 
used in this first Dixon-Yates proposal and similarly, after Dixon again asked 
Wenzell to contact his First Boston people, in the second proposal of April 10, 
1954. Dixon relied on this information and was not using any other investment 
firm as his financial consultant. On April 14, First Boston delivered to Dixon 
a letter signed by its president, Linsley, which was substantially the same as the 
draft given or shown by Wenzell to Dixon. The information which Wenzell used 
in advising the Bureau of the Budget was the same upon which he relied in 
advising Dixon 

12. Wenzell helped Dixon get up the proposal of February 25, and says he 
reviewed the proposal of April 10 before it was submitted. The April 10 proposal 
was actually delivered to the Atomic Energy Commission on April 12. After 
subsequent lengthy discussions between the Atomic Energy Commission and the 
Dixon-Yates group, this proposal was adopted by the Bureau of the Budget as 
the basis for negotiation, and on June 16, 1954, the Director of the Bureau wrote 
the Chairman of the Commission saying that the President had asked him to 
instruct the Atomic Energy Commission to proceed with negotiations with the 
sponsors of the proposal with a view to signing a definitive contract on a basis 
generally within the terms of the proposal. 

13. The proposal covered matters other than those based upon the proposed 
eapitalization of the company and the estimate of the interest rate. The 
contract as finally negotiated and executed differed from the proposal in certain 
respects, and contained a number of additional provisions which necessarily 
were not covered by the proposal itself. However, the capitalization of the 
company remained the same throughout. Instead of 31% percent, the interest 
rate on the bonded debt ultimately proved to be 354 percent, and the bank loans 
3% percent. 

14. During the period up to early April 1954, Miller, at least, of the First Boston 
group was hopeful that First Boston would participate in arranging the financing 
should a deal develop. Around the middie of April 1954, Dixon engaged First 
Boston as financial agent for the Dixon-Yates group in placing the bonds and the 
bank loans. In May 1954, Dixon suggested to First Boston that Lehman Bros. be 
included in the financing arrangements, and First Boston reluctantly agreed. It 
was understood that the two firms would act as financial agents on a 60—40 split 
of any fee that might be charged. Subsequently there was some discussion 
within First Boston as to whether or not the corporation should charge a fee, 
and, in October 1954, a formal decision was recorded not to charge a fee. Dixon 
was notified of this decision orally in November 1954, after the contract was 
signed, and the understanding was confirmed by a letter from First Boston dated 
May 6,1955. However, apart from the matter of a fee, the chairman of the board 
of First Boston, George D. Woods, stated that there was considerable advertising 
value to his corporation in being known in financial and utility circles as one of 
the financial agents for the Mississippi Valley Generating Co. 

15. During this time Dixon knew that Wenzell was doing some special work for 
the Budget Bureau, and he looked on Wenzell as a representative of the Budget 
Bureau at the meetings. On the other hand, at least as late as April 10, 1954, 
Wenzell was Dixon’s only point of contact with First Boston in obtaining First 
Boston’s advice on capitalization and money rates. Dixon had been acquainted 
with Wenzell for many years and knew of his position with First Boston. 

16. The matter of Wenzell’s dual role apparently concerned the nongovern- 
mental principals as early as February 1954. After discussion with his own 
counsel, Daniel James, Dixon raised the question with Wenzell because Wenzell 
was, as Dixon phrased it, “on special lend-lease to the Bureau of the Budget.” 
Dixon and James say they also talked to Hughes of the Bureau of the Budget 
on this point, but stated the matter to Hughes in terms of publie relations rather 
than conflict of interests. Wenzell also became concerned about the matter and 
talked to Hughes about it in a general way. Wenzell also talked the problem 
over with another First Boston officer, and then went to Sullivan and Cromwell, 
their attorneys. On February 26, 1954, Sullivan and Cromwell advised Wenzell 
that, if First Boston undertook to act as an agent in any financing, Wenzell should 
make it clear that he had severed his relations with the Budget Bureau, and 
First Boston should discuss the matter with Dodge and Hughes before undertak- 
ing the agency; and, in addition, if First Boston undertook the agency, it ought 
to decide, on grounds of policy, rather than law, whether it should take a fee. 
Sullivan and Cromwell also told Wenzell at that time that he should sever his 
relations with the Budget Bureau as promptly as possible in writing. In early 
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March 1954, Wenzell talked to Dodge and mentioned the possibility that First 
Boston might be in the matter on the financial side if the Dixon-Yates proposal 
were accepted. Dodge told Wenzell that there was no proposal at the time that 
could receive serious consideration, but that, nevertheless, he thought Wenzell 
should terminate as soon as possible. 

17. Neither Hughes nor Dodge were apprised of Wenzell’s activities on behalf 
of First Boston, in serving as financial adviser to the Dixon-Yates group during 
this period. Dodge never understood that First Boston might later become 
financial agent as distinguished from a member of the syndicate which would 
buy the bonds, and, as late as June 1955 Hughes did not know that First Boston 
had become financial agent. 

18. Under these circumstances, it appears that Wenzell, while having a con- 
flicting private interest, acted as one of the principal advisers of the Govern- 
ment in the negotiation and formation of the terms of reference upon which 
the contract was founded. While Wenzell left the Government before the con- 
tract was consummated, this did not occur until the apparently satisfactory 
terms of reference were submitted by the contractor. It further appears that 
the chief representative of the contractor knew of Wenzell’s capacity as Govern- 
ment adviser and of his private interest, and solicited and received from him 
his assistance and that of his firm in the preparation of the proposal during a 
time when the Government adviser was representing and counseling the Govern- 
ment with respect to the feasibility and acceptability of the proposal. The 
matters on which Wenzel! was advising the contractor were the same on which 
he had been employed to advise the Government. ‘The conflicting private interest 
of the Government adviser was not Known to his superiors in the Government, 
and only came to light recently. True, Wenzell’s activities were limited to the 
terms of reference upon which the contract was based, and he did not par- 
ticipate in the lengthy and detailed negotiations which led to the execution of 
the contract itself, after the terms of reference were adopted as the basis for 
negotiation. Also, his firm was not the prime contractor to the Government, 
but was similar to a subcontractor. Nevertheless, those elements of the terms 
of reference upon which Wenzell advised both the Government and the prime 
contractor remained one of the fundamental bases upon which the final contract 
was written. Therefore, there is a serious question as to whether the contract 
was valid. 

19. There is no evidence that the Government was damaged as a result of this 
conflicting position. However, it is the possibility of damage and the tendency 
of such conflicting relationships to improper influence which have been con- 
demned by the statutes and the courts. 

20. If the charge of illegality in the inception of the contract is sustained 
there remains the question as to whether the contract is void or merely voidable 
at the option of the United States. There is law on both sides of this question. 
If void, the contract is beyond ratification or affirmance. If the contract is 
voidable, there is open, as a theoretical matter of law, the possibility of an 
affirmance instead of a rescission of the contract by the Government. But, in 
the present status, where the Government no longer needs or desires the electric 
power which was the subject of the contract, a ratification would appear to serve 
no purpose other than to improve the position of the contractor in a claim for 
compensation or damages. The Government obviously would not be justified in 
following such a course. 

21. My conclusion is that there is a substantial question as to the validity of 
the contract which can only be settled in the courts. 


WILLIAM MITCHELL, General Counsel. 
NOVEMBER 15, 1955. 


Senator Krerauver. Admiral Strauss, you and Mr. Cook are here, 
and who else? 

Mr. Strauss. Where do you wish us to sit 4 

Senator Krrauver. Come up this way, Admiral. 

Mr. Cook, I believe you have been sworn in this matter already, 
have you not? 

Mr. Cook. I have. 

Senator Krerauver. Admiral Strauss, do you solemnly swear the 


nt you will give will be the truth, so help you God? 
Mr. Srravss. I do. 
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TESTIMONY OF LEWIS L. STRAUSS, CHAIRMAN, ATOMIC ENERGY 
COMMISSION, ACCOMPANIED BY R. W. COOK, DEPUTY GENERAL 
MANAGER; AND WILLIAM MITCHELL, GENERAL COUNSEL, 
ATOMIC ENERGY COMMISSION 


Senator Keravuver. Admiral Strauss, do you have a prepared state- 
ment ? 

Mr. Srravss. I have a very brief statement, Senator, which will take 
about a a minute to read. 

Senator Kerauver. Do you have some copies of it? 

Admiral Strauss, before you start, let me say that we are glad to 
have with us this morning Mr. George Norris, the General Counsel 
for the Joint Committee on Atomic Energy, who is here and I hope 
he will feel free to ask any questions and make : any observations he 
may desire. 

(Discussion off the record.) 

Senator Kerauver. All right, Admiral Strauss. 

Mr. Strauss. I would like my answers to your questions this morn- 
ing to be as fully responsive as it is possible to make them. It now 
appears that the Mississippi Valley Generating Co. contract may be 
the subject of litigation in the courts, and therefore the possibility 
that answers to some questions could prejudice the interest of the 
Government will be a consideration that I am sure we both wish to 
keep in mind. There are two points with respect to the history of 
the transaction which I think I ought to mention to avoid any mis- 
understanding and they are these: 

The opinion of our General Counsel, which has been made public, 
states that it appears that Mr. Wenzell, while having a conflicting pri- 
vate interest, acted as—and I am quoting— 
one of the principal advisers of the Government in the negotiation and formation 
of the terms of reference upon which the contract was based. 

That is the end of the quotation. 

Another way of stating this would have been to say that Mr. 
Wenzell was— 
the principal adviser to the Government on one of the essential elements in 
the negotiation and formation of the terms of reference upon which the contract 
was based. 

Senator Kerauver. You have that in quotation marks, Admiral. 
Is that 

Mr. Strauss. No; it is not and, properly speaking, it should not 
be in quotes. I think that isa good point. That is my own language, 
Senator. 

Senator Kerauver. Yes, sir; all right. 

Mr. Srrauss. As Mr. Mitchell’s opinion indicates, Mr. Wenzell’s 
sphere as adviser was primarily the form of capitalization of the 
company, interest rates, and marketability of securities. 

The General Counsel’s opinion also states that Mr. Wenzell either 
gave or showed to Mr. Dixon a copy of a draft letter from the First 
Boston Corp., and again I quote— 





just prior to Dixon’s submitting the first proposal, dated February 25, 1954, to 
the Bureau of the Budget. 
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That is the end of the quote; that is also from the opinion. 

The reference to submission to the Bureau of the Budget is an abbre- 
viated statement of a sequence of events. The proposal of February 
25 was addressed to the Atomic Energy Commission, and a copy was 
simultaneously delivered to the Bureau of the sudget. On March 38, 
1954, the Commission addressed a letter to the Bureau of the B udget 
analyzing the proposal and stating that the Commission felt that 
higher executive authority or Congress presumably would now deter- 
mine what course of action was in the best interest of the Government. 

Senator Krerauver. At that point, Admiral, I do not believe we 
have in our hearings here a copy of that letter. Is that available? 

Mr. Srrauss. I believe that it has been made available in the course 
of the hearings before the joint committee. Never having attended 
a hearing of this committee, Senator— 

Senator Krerauver. Yes, sir; we are glad to have you here for the 
first time. I know you are not fennitieg with everything. 

Mr. Srravss. If it is not available, I will see that is is—— 

Senator Kerauver. Mr. Norris calls my attention to the fact that 
apparently the letter you refer to is at page 933 of the waiver hearings 
of November 1954, and without objection, at the conclusion of Admiral 
Strauss’ statement, the letter, which is not very long 

Mr. Srravss. Senator, it is in the record of the Congress, of that 
I am sure, because the chronology of August 21, 1954, is in the record, 
and this is attachment No. 7 of the chronology submitted by the Com- 
mission, and it appears on page 933 of the hearings of November 
to 12 of the Joint Committee on Atomic Energy. 

Senator Kerauver. Without objection, we wiil include the letter, 
without the detailed attachments, which can be found at page 933 of 
the hearings. That will follow the admiral’s testimony. 

(The document referred to will be found at the conclusion of Mr. 
Strauss’ testimony.) 

Mr. Strauss. Just one short concluding sentence, sir, and that is 
to say that my views have never altered in respect to the fact that the 
objectives of this contract were sound, economic, and in the public 
interest—this, despite the circumstances that have arisen that a con- 
flict of interest may have made the legal instrument void or voidable. 

Thank you. 

Senator Krrauver. Thank you, Admiral. 

Admiral Strauss, so that we can get the matter clear, as the last 
paragraph of your letter states, does it mean that you agree or dis- 
agree with your general counsel, Mr. Mitchell ? 

“Mr. Srravss. 7] accepted Mr.—— 

Senator Krrauver. As to the conclusions he has reached ? 

Mr. Srrauss. I accepted Mr. Mitchell’s opinion, as did the members 
of the Commission, and his concluding paragraph was a conclusion 
that there was a substantial question as to the validity of the contract, 
which could only be settled in the courts. 

Senator Keravuver. And as a member-—— 

Mr. Srravss. It has to do with its validity, Senator, not its ce- 
sirability, Senator. 

Senator Kerauver. What I am trying to get at is, are you for or 
against the contract at the present time? 
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Mr. Srrauss. The contract has been ordered terminated by the 
President. Therefore, it seems to me, the question is moot as to 
whether I am for it or against it, Senator. 

Senator Krrauver. Then before it was ordered terminated, were 
you for it or against it ? 

Mr. Srrauss. Yes, sir; I was, Senator. 

Senator Kerauver. With its legal defects were you for it or against 
it? 

Mr. Strauss. No conflict of interest had been raised at that time, 
Senator, prior to the President's order. 

Senator Kerauver. Well, before the contract was canceled with the 
conflict of interest that you now determine, were you for or against 
it? 

Mr. Srravss. May I repeat that I think the question is moot, since 
there is no contract before us to be for or against as a contract. 

As I tried to say, the objectives of the contract were in my opinion, 
and are in my opinion, sound, namely, to provide the people of the area 
with power, and not, at the expense of the Federal budget—— 

Senator Krravver. What I am trying to get at Admiral Strauss, 
are you, as head of the Atomic Energy Commission, going to defend 
the contract or are you going to try to defend the Government against 
liability under the contract ? 

Mr. Srrauss. Well, it is clear, Senator, that the Government will 
be represented in any action, by the Attorney General, and the testi- 
mony of the Commission, to the extent that it is required by the courts, 
will be directed to the substantive matters of the contract. 

Senator Krrauver. I am just trying to find out—and I think it is 
very important from the Government’ s viewpoint—whether the 
Atomic Energy Commission is going to try to defend the Government 
against liability under the contract or whether you are for the con- 
tract. 

Mr. Srrauss. Senator, you are indulgent in allowing me to consult 
with counsel, and the reason I did that was because of a statement 
that I made earlier that I am quite anxious to avoid anything on this 
record that will be prejudicial to the interests of the Government. 

It is obvious that in any testimony that I give or that an officer of 
the Commission gives, it would be for the purpose of protecting the 
interests of the Government. 

Senator Krerauver. Then you are going to defend the position that 
the contract is no obligation of the Government / 

Mr. Srravuss. I am going to defend the position taken by the Com- 
mission and its General Counsel, testifying however, only with respect 
to the facts and not with respect to opinions, Senator. 

Senator Keravuver. I think it is important to get that straight, be- 
cause if you are going into the matter halfway or 

Mr. Srravss. No—pardon. 

Senator Krrauver (continuing). With an attitude that a contract 
is a good thing, then you are not going to get very far in defending 
the Government. 

Admiral, when did the matter of the contract being void or the 
voidability of the contract, by virtue of conflict of interest, when was 
that first taken up by the Atomic Energy Commission / 

Mr. Srravss. I will have to ask my associates that question. A 
letter from the Acting Comptroller General, dated July 29, was 
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written to the Commission and, I believe, received by the Commission 
after that date. 

I left the country on that day for Geneva, and did not return 
until late in the month of August. As for the date when it was con- 
sidered by the Commission, I will have to inquire. 

My associates say shortly after that but, Senator, we will have to 
supply the date for the record ; I do not hav ¢ it in mind. 

Senator Krravver. In other words, you got a letter from the Comp- 
troller General ¢ 

Mr. Srrauss. Acting Comptroller General. 

Senator Keravver. Which has been made a part of this record here, 
I think, raising a question about the conflict of interest as a result of 
Mr. Wenzell’s participation. 

Then, what did you do? Just trace the steps that the Atomic En- 
ergy Commission took to protect the interests of the Government 
after it first got the information about Mr. Wenzell’s conflict-of- 
interest status. 

Mr. Srrauss. A number of things were done. 

In the first place, the Commission instructed its General Counsel 
to make an exhaustive study. 

Senator Kerauver. When was that done, Admiral Strauss? 

Mr. Srravss. That also was done during my absence. and I cannot 
give you the precise date, Senator. 

Senator Krravver. Mr. Cook and Mr. Mitchell are here; perhaps 
they can supply the date. 

Mr. Cook. It was right after the receipt of the Comptroller Gen- 
eral’s letter. 

Senator Kerauver. And that was the first time that any of you 
gentlemen took up the matter of the conflict of interest in connection 
with this contract; is that right / 

Mr. Strauss. So far as I am concerned, Senator, no indication of a 
conflict of interest had ever come to the attention of the Commission 
and, as Mr. Mitchell states in his opinion in paragraph 17, neither 
Mr. Hughes nor Mr. Dodge were apprised of Mr. Wenzell’s activities 
on beh: lf of First Boston in serv ing as financial adviser to the Dixon- 
Yates group during this period. 

He also states in paragraph 18 that the conflicting private interest 
of the Government adviser was not known to his superiors in the 
Government, and only came to light recently. 

Senator Keravver. That is in this paragraph 18. 

Mr. Strauss. That isin paragraph 18. It is about midway through 
the paragraph. 

Senator Keravver. All right, sir. 

Then the first you knew about it, and the first time it came to your 
attention, was shortly after July 29, 1955, when the Acting Comp- 
troller General sent you a letter? 

Mr. Srravss. I would say, to be quite accurate, that speaking purely 
personally, perhaps my first attention of it was on my return from 
Geneva about the 22d or 23d of August, but it had come to the atten- 
tion of the Commission prior to that time. 

Senator Kerauver. Yes; and it was acted upon then by the Com- 
mission after receiving this letter. 


65950—56—pt. 2——30 
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What was done? Just trace the steps. You first said that a legal 
opinion was then prepared. 

Mr. Srravss. On the basis of the Acting Comptroller General’s 
opinion, the Commission began formal negotiations with the company 
on August 2. 

I should explain now, perhaps, how this opinion came to be written. 

Senator Kerauver. Well, now, you were talking about the formal 
negotiations with the company on August 2. What is that? 

Mr. Strauss. Yes, sir. May I give that to you? 

Senator Kerauver. All right, sir; surely. 

Mr. Srravss. If you will recall, the President decided, following 
the assertion of the late Mayor Tobey, of Memphis, of the firm intent 
of the city of Memphis to proceed with the construction of its own 
general capacity, that there should be an end to the relationship 
between the Mississippi Valley Generating Co. and the United States. 

Immediately upon receiving advice of the President’s decision, I 
called Mr. Dixon, one of the officers of the company. 

Senator Kerauver. What date was that, ee 

Mr. Srravuss. That would have been July 10, 9 or July 11, Mr. 
Cook corrects me—my recollection of these dates ; is not prec ‘ise—but 
I called Mr. Dixon and advised him of the President’s decision. 

The next day—and I hav July 12, the Commission 
adopted a formal resolution divettine the staff to take appropriate 
steps to bring the contract to an end. 

Prior to issuing formal notice of termination, however, I addressed 
a letter to the Comptroller General on July 14, 1955, requesting 
his opinion on a number of questions involving whether the contract 
between the Commission and the Mississippi Valley Generating Co. 
was then a valid and binding obligation of the Government, and as- 
suming his answer to be in the affirmative, whether the Commission 
had a legal right to terminate the contract by unilateral action under 
anv of its nrovisions. 

Senator Krracver. Has that letter been placed in the record of the 
coneressional hearings? 

Mr. Srravss. IT do not know. That letter has not been put into 
the record, Mr. Cook informs me, and we will make it available for 
the record. 

Senator Keratvver. Let us make it exhibit 1 here. Do you have 
conv of it, Mr. Cook ? 

Mr. Srravss. I do not. 

Mr. Coor. No, sir; I do not. 

Senator Krravver. You do not have a copy? 

Mr. Cook. No. sir; not with me. 

Senator Krrauver. Send up a conv and perhaps you can have one 
of vour assistants call down to the AEC to send a copy up. 

(The document referred to follows:) 








Atomic ENERGY COMMTSSION, 
Washigton 25, D. C., July 14, 1955. 
The HONORABLE THE COMPTROLLER GENERAL OF THE UNITED STATES. 

Dear Mr. ComptrorieR GENERAL: On December 2, 1954, I forwarded to the 
then Comptroller General copies of the contract. dated November 11, 1954, he- 
tween the Atomic Energy Commission and Mississippi Valley Generating Co.. 
supplement No. 1 to that contract, and other pertinent documents. The letter of 
the Acting Comptroller General. dated December 13, 1954, advised this Commis- 
sion that the revisions made in those documents did not, in his opinion, affect the 
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conclusion reached in his decision given to this Commission on October 5, 1954, 
that the Atomic Energy Commission had authority to execute the contract, to 
obligate the United States for all payments required to be made by the Com- 
mission under the contract, and to make payment of cancellation charges out 
of any funds available to the Commission for expenditure. 

The Atomic Energy Commission has now been directed by the President of 
the United States to take the necessary action to bring to an end the relationship 
of this Commission and Mississippi Valley Generating Co. under that contract. 
Before taking action in compliance with that direction, the Atomic Energy Com- 
mission wishes to be advised as to the propriety of the expenditure of funds 
appropriated for the Atomic Energy Commission in pursuing the alternative 
courses of action that may be available to it under the terms of the contract. 

Your opinion is requested therefore on the following questions: 

(1) Is the contract between the Atomic Energy Commission and Mississippi 
Valley Generating Co. now a valid and binding obligation of the Government? 

This Commission has received from its General Counsel an vpinion that the 
contract is now a valid and binding obligation of the Government. <A copy of that 
opinion is enclosed. We are also enclosing for your information a copy of the 
brief filed for the United States as amicus curiae in the United States Court of 
Appeals for the District of Columbia Circuit in the matter of State of Tennessee, 
et al. v. Securities and Exchange Commission. 

(2) Assuming that your answer to question (1) above is in the affirmative, 
has this Commission a legal right to terminate the contract by unilateral action 
under any of its provisions? If so, is this Commission authorized to make any 
payments due under such provisions out of any funds now available to the 
Commission for expenditure? 

With reference to the right of termination afforded to the Atomic Energy 
Commission under the provisions of section 7.07 of the contract, you are advised 
that there has been no reduction in the power requirements of this Commission 
at the Oak Ridge, Paducah, and Portsmouth installations of the Commission. 

(3) Assuming that your answer to question (1) above is in the affirmative, 
has this Commission a legal right at this time to exercise the option of purchase 
granted to the Atomic Energy Commission under the provisions of section 7.0), 
“Recapture,”’ of the contract, as modified by supplement No. 1 thereto? If so, 
is this Commission authorized to make any payments due under such provisions, 
in the event of exercise of the option, out of any funds now available to the Com- 
mission for expenditure? 

It would not be the intention of this Commission to exercise the right of 
recapture under section 7.09 for the purpose of continuing the construction of the 
power facilities. Rather, the intention would be to liquidate the property ac- 
quired and settle the liabilities assumed in consequence of the exercise of the 
option with the purpose of bringing the contract to a conclusion with the least 
possible cost to the Government. 

(4) If a notice of exercise of option were delivered by this Commission pur- 
suant to section 7.09, and arrangements were made with Mississippi Valley Gen- 
erating Co., whereby Mississippi Valley Generating Co., would retain title to 
all real estate acquired as a site for the company’s power facilities, and would 
receive no payment from this Commission on account of the cost of acquisition 
of said real estate, would it be necessary for the Atomic Energy Commission to 
obtain further legislative authority for the making of any other payments re- 
quired to be made by this Commission under the provisions of section 7.09? 

The last three paragraphs of the letter of the Acting Comptroller General, 
dated December 13, 1954, pointed out that, in view of the provisions of section 
164 of the Atomic Energy Act of 1954, and since the option to purchase under 
section 7.09 of the contract involved the acquisition of real property, it would 
appear necessary, before such option could be exercised, that an appropriation 
be available from which payments under section 7.09 could be made. This 
question (4) seeks your opinion as to whether further legislative authority 
would be required if the option were exercised under circumstances where no 
real estate would be acquired by the Atomic Energy Commission. 

(5) Assuming that your answer to question (1) is in the affirmative, does the 
Atomic Energy Commission have authority to enter into an agreement with 
Mississippi Valley Generating Co., providing for the termination of the contract 
by mutual agreement, the disposition of the assets and liabilites of Mississippi 
Valley Generating Co., acquired in connection with this contract and the pay- 
ment to Mississippi Valley Generating Co., by this Commission of such termina- 
tion charges as this Commission shall determine to be due on account of such 
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termination? If it is your decision that this Commission does have such au- 
thority, is the Atomic Energy Commission authorized to make any payments due 
to Mississippi Valley Generating Co., under such an agreement out of any funds 
now available to the Commission for expenditures? 

With full understanding of the careful consideration that the questions pre- 
sented will require, I wish to bring to your attention the fact that, pending your 
decision and the action of this Commission subsequent thereto, the Mississippi 
Valley Generating Co. is continuing to incur costs in very substantial amounts 
from day to day in proceeding with carrying out the project. Your efforts to 
expedite a decision will be appreciated. 

Sincerely yours, 
Lewis L. Strauss, Chairman. 

Mr. Srravss. The Acting Comptroller General replied to these 
quest ions on July 29, 1955, and that is the letter to which you referred, 
Senator, a few moments ago 

Senator Krrauver. Yes. 

Mr. Srravss (continuing). And which, I believe, you tell me is a 
matter of record, and cone Tuded that the contract was a valid obliga- 
tion of the Commission, and that the Commission had authority. to 
make cancellation payments to be agreed upon if an agreement with 
respect thereto could be worked out with the company. 

However, the Acting Comptroller General referred to the hearings 
then being held before your committee, and the question of possible 
conflict of interest and public policy which had been raised at those 
hearings. 

He stated that there should be considered appropriate means to 
protect the interests of the United States should it develop that the 
Government is entitled to relief from lability on the grounds of 
public policy. 

On the basis of the Acting Comptroller General’s opinion, the 
Commission began formal negotiations with the company on the 2d 
of August. 

Senator Dirksen. This is 1955? 

Mr. Srrauss. Last August. But because of the precaution con- 
tained in the opinion of the Acting Comptroller General, it was made 
clear at the beginning of the negotiations that any negotiations held 
would be without prejudice to the Government’s asserting nonliability 
on grounds of public policy. 

Our own General Counsel’s Office had begun a detailed study of 
the testimony obtained by your committee during the course of the 
hearings we have just referred to. 

By the first week in October that study had reached a point where 
the Commission decided that there was question regarding the pos- 
sible unenforcibility of the contract on the grounds of public policy; 
and on October 7 this year the General Manager met with representa- 
tives of the company : and advised them that because of these questions 
the Commission wished to hold in abeyance further negotiations with 
the company in connection with the termination of the contract. 

Senator Krerauver. That was October 7? 

Mr. Srravss. 7th. 

Senator Kerauver. Is that Mr. Cook, the General Manager ? 

Mr. Srravss. I do not know whether it was Mr. Cook or Mr. Fields. 

Mr. Coox. No, sir; that was Mr. Fields. 

Mr. Strauss. Mr. Fields, the General Manager. 

Senator Kerauver. Is Mr. Fields up here? 
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Mr. Srrauss. You did not ask for him, and he is conducting the 
affairs of the Commission. We can get him here on short notice. 

Senator Kerauver. Let us proceed on; perhaps we will not need 
him. Anyway, whom did Mr. Fields talk to on that day? You were 
undoubtedly there, Mr. Cook ? 

Mr. Cook. ey sir; I was not there. However, he talked to Mr. 
Dixon and Mr. Canaday ; ; I think they were the ones 

Mr. Srrauss. I had some personal conversations, which may answer 
your question there, Senator. 

Senator Kerauver. I hate to disrupt Mr. Field’s work, but some 
matter might come up that we would need his word on, if it would be 
possible to have him come up here. 

Very well, Admiral. This was on October 7 that Mr. Fields met 
with Messrs, Dixon and Canaday ? 

Mr. Srravss. I do not know with whom he met, sir. 

Senator Keravver. Yes. 

Mr. Strauss. But I am sure that is a matter of record. 

[ personally met with Mr. Dixon on October 12, 5 days later, at his 
request, regarding this decision to hold in abeyance any further ne- 
gotiations with the company, and I had a similar meeting with Mr. 
Yates at his request on October 14. I informed both of “these gen- 
tlemen that as of that time the Commission had not terminated nego- 
tiations, but wished to hold them in abeyance pending the completion 
of the definitive study and opinion from our General Counsel regard- 
ing the questions of conflict of interest and public policy that had 
been raised. 

Senator Krrauver. That is Mr. Dixon on the 14th and Mr. Yates 
on the 12th or Mr. Yates on the 14th? 

Mr. Srravss. 14th. 

Senator Kerauver. Who asked for those conferences ! 

Mr. Strauss. They both called and requested tlem. They were 
both short and formal interviews. 

Senator Krrauver. I assume that they were protesting the holding 
in abeyance attitude that you were then taking ? 

Mr. Srravss. They felt very much injured ; yes, sir. 

Senator Krravuver. All right, sir. 

Mr. Strauss. The General Counsel’s study of the question was sub- 
mitted to the Commission on November 22 with his conclusion that 
there is a substantial question. as to the validity of the contract which 
can only be settled in the courts. 

The company was formally notified of this decision by Mr. Cook 
on the next day, November 23, 1955, and the memorandum of the 
General Counsel regarding this subject was placed in the record by 
you a few moments ago, Senator. 

Senator Krravuver. ‘Getting back—had you completed that part of 
it? 

Mr. Srrauss. Yes, Senator. These are simply some notes which 
were made over the weekend to assist my memory of dates. 

Senator Kerauver. Now, then, Mr. Fields talked with Messrs. 
Dixon, et al., on the 7th of October, and told them that the Commis- 
sion would have to hold in abeyance negotiations. 

On that same day you sent a letter to Senator Anderson, October 7, 
advising him about the matter, as chairman of the Joint Committee? 
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Mr. Srravss. Yes, sir. Senator, we are under the obligation to 
keep the Joint Committee fully and currently informed, and we do so 
to the best of our ability. 

Senator Krerauver. Yes, sir. 

But in your letter to Senator Anderson, which he has authorized 
me to refer to, you have a sentence: 

Under these circumstances the Commission has decided to hold in abeyance 
the negotiation of the major aspects of the settlement with the company until 
our analysis has been completed. We have made arrangements to meet with 
representatives of the MVGC and advise them— 
that is, Mississippi Valley Generating Co.— 


and advise them of this situation. 


Now, just what aspects were you holding in abeyance, and what 
aspects were you planning to continue to negotiate? 

Mr. Strauss. I think that question will have to be answered by 
those negotiating. I believe there were some quite trifling amounts 
and some quite trifling aspects that were to be settled. 

Senator Kerauver. Will you tell what they were, Mr. Cook. 

Mr. Strauss. I am sorry, Senator, Mr. Cook has been detached from 
this particular negotiation for some months past, and it has been 
handled by an Assist ant General Manager. We can, if you wish, if 
these points are material, either have him come down and testify or 
provide you with a memorandum as to what was intended by that 
sentence. 

Senator Krrauver. Well, do any of you know just generally what 
was going to be negotiated and whaf was going to be held in abeyance, 
that is, what was considered minor? 

Mr. Strauss. The General Counsel says he can speak to this point, 
Mr. Chairman. 

Senator Kerauver. Very well, Mr. Mitchell, you can speak to it. 

Mr. Mircuriyi. Senator. I was present at this meeting which has 
been referred to, and Mr. Fields told Mr. Dixon, Mr. Canaday and, as 
I recollect it, Haydn Smith, their counsel, was present—Mr. Fields 
told these gentlemen that they had this question under consideration, 
the contract, by reason of conflict of interest, and for that reason it 
would be necessary to hold in abeyance the negotiations which were 
then proceeding. 

Mr. Canaday, as I recollect it, pointed out that there were a few 
small subcontracts which the company at that time had in process of 
settlement, and he requested that, without prejudice to the position 
of the Commission, we might continue to let him keep us informed 
as to the course of these particular negotiations. 

This was with the understanding, as I say, that any information 
that he supplied to us would be without. prejudice to the Government’s 
position. 

Senator Krravver. Mr. Mitchell, do I understand that these were 
negotiations of minor matters between the Government and Dixon- 
Yates or between Dixon-Yates and some of their subcontractors? 

Mr. Mircuety. It was the latter, Senator. 

Senator Kerauver. Then what business has the Government to 
have anything to do with that? 

Mr. Mrrcreiy. Senator 
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Senator Krravuver. It did not make any difference to you whether 
Dixon- Yates went on and settled with its subcontractors or not, did 
it ? 

Mr. Mircnett. The whole course of the negotiations, Senator, had 
to do with the basis on which the prime contractor could make settle- 
ments with the subcontractors, and the amounts that were to be made 
which, in turn, might constitute the basis of he company’s claim 
against the Government. 

Senator Kerauver. Was there any memorandum or paper which 
set forth what was going to be major and which would be minor 
aspects at that time? 

Mr. Mircnety. No, sir; not to my knowledge. 

Senator Krravver. Could you look to make sure of that? 

Mr. Mrircnety. Surely. 

Senator Krravuver. Wouldn’t that be something that you should put 
in writing, Mr. Mitchell ? 

Mr. Mitcnuet.. I think our understanding was clear, Senator. 

Senator Krrauver. Was Ebasco one of those minor matters that 
was going to be settled in any event? 

Mr. Mircuety. Not to my knowledge. 

Senator Kerauver. Was that discussed ? 

Mr. Mircueti. Not to my recollection; no, sir. 

Senator Kerauver. Will you refresh your recollection and see if 
you can remember whether Dixon-Yates’ obligation to Ebasco was 
considered major or minor? 

Mr. Mitcne ty. I will be glad to do that, Senator. 

Senator Kerauver. Can you do it now or do you need some adii- 
tional time? 

Mr. Mrrcney. Well; Senator, I am simply reporting what I heard 
at this meeting. I was not one of the principals within the Com- 
mission—— 

Senator Krrauver. Well, you are the General Counsel. 

Mr. Mircuett. Yes, sir. 

Senator Keravver. I think you would be one of the very important 
principals. You have written several opinions about this contract. 

Can you tell us whether Ebasco was one of the minor matters that 
was going to be settled ? 

Mr. Srravss. Senator, as long as the General Manager is on his way 
down, J think it might save your time and the time of the committee if 
you would reserve that question until his arrival. 

Senator Keravuver. I would think that Mr. Mitchell, being the 
General Counsel, would certainly remember, but if he does not 

Mr. Mrrcne ct. I can say this, Senator, it certainly was not my un- 
derstanding that Ebasco was one of those matters to be considered as 
a& minor aspect. 

Senator Kerauver. Then we got to the study of the contract which 
was completed on December Pon and notification was given. 

Mr. Srrauss. November, Senator. 

Senator Kerauver. [mean November, Admiral. 

Mr. Srrauss. Right. 

Senator Kreravver. Admiral, this is a matter of tremendous im- 
portance, in view of the agencies that have been involved in this con- 
tract. In this conclusion that it could not be recognized as an obliga- 
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tion of the United States Govermnent, what consultation did you have 
with other departments of Government ? 

Mr. Srravuss. The Commission as a commission did not have any 
consultation with other departments of Government. Whether the 
General Counsel had any consultations with other departments of 
Government 

Senator Keravuver. First, let me ask you, Admiral Strauss—— 

Mr. Srrauss. No; I did not. 

Senator Kerauver. Did you confer with Mr. Hughes? 

Mr. Strauss. On this subject ? 

Senator Kerauver. Whether it was going to be declared void or 
voidable and no obligation of the Government ? 

Mr. Srravss. I cannot remember a conversation with Mr. Hughes, 
but it would be entirely reasonable that I might have called him and 
told him so. But I did not consult him as to whether it should be 
done. 

This was an act of the Commission, and no one was responsible 
for the act but the Commission, but it is quite possible that I told 
him about it. I would hope that I did. 

Senator Krerauver. Well, I would think that perhaps there might 
be consultation because the Bureau of the Budget had played an im- 
portant part, and other agencies had, too. 

Do you think you would have called Mr. Hughes and talked to 
him about it? 

Mr. Srravss. I think I can check my records, but I am perfectly 
prepared to have it understood that I either did call him or someone 
else in the Bureau of the Budget to inform him of the action we 
had taken. 

We actually addressed a letter to the Bureau of the Budget. 

Senator Krravver. Do you have a copy of the letter available? 

Mr. Strauss. No; but I can make it available. 

Senator Krrauver. Will you ask that it be sent up here, sir? 

That will be exhibit 2. 


(The document referred to was marked “Exhibit 2” and is as 
follows :) 





NOVEMBER 23, 1955. 
Hon. ROWLAND R. HUGHEs, 
Director, Bureau of the Budget. 


Dear Mr. HUGHES: This will advise you that the Atomic Energy Commission 
has now completed its review of the June-August 1955 record established by the 
Senate Judiciary Subcommittee on Antitrust and Monopoly Legislation and 
related data respecting the Mississippi Valley Generating Co. power contract 
with the United States of November 11, 1954, No. AT—(49-1)-814. 

Our General Counsel advises us that in his opinion the circumstances raise a 
substantial question as to the validity of the contract which can only be settled 
in the courts. Consequently, the Commission has concluded that the contract 
is not an obligation which can be recognized by the United States and we have 
advised the Mississippi Valley Generating Co. to that effect. 

Copies of our General Councel’s opinion to the Commission and of the Com- 
mission’s letter tu the company are enclosed. 

Sincerely yours, 


Lewis L. Strauss, Chairman. 


Senator Krerauver. Did you consult the Attorney General of the 
United States or anyone else in the Legal Branch of the Department 
of Justice? 
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Mr. Mitrcuetu. Senator, I had informal discussions with various 
members of the Department of Justice with respect to this question. 

Senator Kerauver. Mr. Mitchell, whom did you have informal or 
formal discussions with at the Department of Justice? 

Mr. Mircuen.. The people were Assistant Attorney General Lee 
Rankin, and Assistant Attorney General Warren Burger and, in turn, 
some of their assistants whose names I do not recall. Those were 
the two principal people I talked to. 

This was not by way of getting a formal opinion, Senator, but by 
way of informal discussions. I was principally concerned, ‘when 1 
had gotten to the point where I thought I knew where I was coming 
out, to make sure that so far as I could my opinion should be written 
in such a way that if it did become public, as seemed likely, that I 
would not have anything in it that would injure the Government in 
the sense of disclosing any possible grounds of defense or lines of 
reasoning. I talked to Justice largely from this point of view. 

Senator Kerauver. These gentlemen representing the Department 
of Justice agreed with your opinion, Mr. Mitchell / 

Mr. Mircnewn. I did not ask them, Senator, for concurrence or 
disagreement. They indicated no objection to the form of the opinion 
as I finally submitted it. 

Senator Kerauver. Would it be the responsibility or is it the respon- 
sibility of the Atomic Energy Commission or the Department of 
Justice to defend any lawsuit or claim brought by Dixon- Yates? 

Mr. Mircuen. It would be the responsibility of the Department 
of Justice, Senator. It was my responsibility to advise the Com- 
mission as to what I thought their position should be with respect 
to the contract. 

Senator Keravuver. Is this opinion joined in and is it approved by 
the Department of Justice? 

Mr. Mircnety. No, sir; I did not ask them either for approval or 
disapproval. 

Senator Krravuver. What I am trying to get at is this just the 
position of the Atomic Energy Commission or is this the position of 
the administration and the Department of Justice? 

Mr. Mrrceneuu. I cannot speak for the Department of Justice, Sen- 
ator. All I can tell you is what I did, which, as I say, was to have 
informal discussions with the Department, with a view to making 
sure, as best I could, that if the matter did get into court, and the 
Department of Justice should be defending it, that nothing that I 
would do, in my opinion, would embarrass ‘them in their defense of 
the case. 

Senator Kerauver. Will you give us the dates of the conferences 
you had with the Assistant Attorneys General in the Department of 
Justice ? 

Mr. Mircuetyi. I do not have those with me, Senator. I will be 
glad to supply them. 

Senator Kerauver. Will you furnish them? But give us your best 
remembrance of when you talked with whom. 
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(The information referred to follows :) 


AToMIcC ENERGY COMMISSION, 


Washington 25, D. C., December 6, 1955. 
Hon. Estes KEFAUVER, 


Chairman, Antitrust and Monopoly Subcommittee, 
Senate Judiciary Committee, United States Senate. 


DeAR SENATOR KEFAUVER: At the hearings before your subcommittee on De- 
cember 5, 1955, you requested me to supply the dates of our meetings in the 
Department of Justice concerning my opinion, dated November 15, 1955, on the 
validity of the Mississippi Valley Generating Co. contract. 

I find that these meetings took place on September 30, 1955, with Assistant 
Attorneys General Warren E. Burger, J. Lee Rankin, and members of their staffs ; 
on November 2, 1955, with Messrs. Burger and Rankin and members of their 
staffs ; and on November 16, 1955, with the Attorney General and Messrs. Rankin 


and Burger. My opinion was submitted to the Commission on November 22, 
1955. 


Sincerely yours, 
WILLIAM MITCHELL, 
General Counsel. 

Mr. Mrrcuett. I believe that the first conversation had was around 
the middle or latter part of September. 

Senator Krerauver. Who was that with? 

Mr. Mirewe.. I think that was with Mr. Rankin and some of his 
associates. 

Senator Kerauver. Identifying Mr. Rankin again; he is what ? 

Mr. Mrrcuri.. He is Assistant Attorney General, legal counsel, 
Senator. 

Senator Kerauver. What was said and done then? 

Mr. Mircnext. Sir, I cannot tell you precisely. 

Senator Kerauver. Did you explain to him the conflict of interest 
you had found, that it might be present ? 

Mr. Mrrcuetu. I discussed with him the questions involving con- 
flicts of interest which we had under consideration, but beyond that 
I really cannot tell you, sir, just what was said. 

Senator Kerauver. What conclusion was reached at this conference ? 

Mr. Mrrcue.y. No conclusion, Senator. We were simply exploring 
the question. I wanted to keep the Department of Justice advised, 
and there was no conclusion reached. 

Senator Krerauver. Then when was your next conference? 

Mr. Mircuety. To the best of my recollection there was another con- 
ference in October, at which I met with both Mr. Rankin and Warren 
Burger, who is Assistant Attorney General in Charge of the Claims 
Division. That conference also we were exploring the questions, but 
I did not ask for any formal expression, formal or informal conclusion, 
from the Department of Justice people and they gave me none. 

Senator Kreravuver. But no objection was made to the position you 
are taking or to the opinion that you had prepared ? 

Mr. Mircnety. At this second conference, Senator, I did not have 
any opinion ready. I did submit the opinion to the Department of 
Justice later, before I finally submitted it to the Commission. 

Senator Krrauver. Were any changes made in the opinion by 
virtue of recommendations of any of these gentlemen of the Depart- 
ment of Justice ? 

Mr. Mircneti. Not to my recollection, Senator. I made a few of 


my own on further review and in the interests of getting the facts 
accurately. 
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Senator Keravuver. When did you submit a copy of the opinion or 
the proposed opinion to the Department of Justice, and to whom did 
you submit it ? 

Mr. Mircuewy. This again was to Mr. Rankin and Mr. Burger. I 
-annot tell you the precise date. 

Senator Krrauver. How long before November 23 was it when it 
was released ? 

Mr. Mircuetu. I cannot tell you precisely, Senator. 

Senator Kerauver. A week, 10 days, 2 weeks? I know you cannot 
tell me precisely ; you are going to get those times. 

Mr. Mircuetu. I think I should say 10 days to 2 weeks, perhaps. 

Senator Kerauver. Was any objection raised to the opinion at that 
time? 

Mr. Mrrcnewn. No, sir. 

Senator Kerauver. What was the purpose in submitting it to them? 

Mr. Mrrcuent, As I have already tried to explain, Senator, I wanted 
to give the Department of Justice, which might have the obligation 
of defending this matter if it got into court, an opportunity to review 
my opinion against the possibility that it might become public and get 
into the hands of the company to make sure that there was nothing in it 
which would make it awkward for the Department in defending the 
case. 

Senator Krerauver. Then, after submitting it some 10 days or 2 
weeks before, did you then call or advise with them as to whether they 
had any objection to the opinion ? 

Mr. Mircueti. They advised me, yes, sir, on the telephone that they 
had no objection. 

Senator Krrauver. Who advised you, sir? 

Mr. Mircnen.. That was Mr. Rankin, as I recollect it. 

Senator Krrauver. I take it from that then you were wanting to 
keep the Department of Justice advised and they were advised, and 
they had no objection to the position you took or to your opinion ? 

Mr. Mircne ty. That is right, sir. 

Senator Krrauver. Do you believe in this opinion, Mr. Mitchell ? 

Mr. Mircuetni. Yes, sir; I do. 

Senator Krerauver. You think it is a good, sound opinion ? 

Mr. Mircuett. I would hate to talk about my own work, but I will 
say this, the opinion reflects my honest and best judgment on the 
question. 

Senator Krravuver. I wanted to make that clear because in July 
you wrote an opinion just the other way around. 

Mr. Mrrcnetn. May I respectfully disagree with that, sir. My 
opinion in July was addressed to an entirely different question, and 
the points which I was discussing in my July opinion were the same 
on which the Comptroller General advised us that we did have a 
binding obligation in the Government. 

My July opinion was addressed to the question of whether the Com- 
mission had authority to make this contract, whether it had become 
effective. I concluded that the Commission did have that authority, 
that the contract had become effective, and the Comptroller General, 
in his opinion of July 29, 1955, agreed with me on this point. 

Senator Kerauver. When was it that Senator Pastore and others 
gave you a rather hard time, when vou came up before the Joint Com- 
mittee? When was it you appeared up there, Mr. Mitchell? 
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Mr. Mircuet.. I forgot precisely. 

Senator Kerauver. July 15, was it not? 

Mr. Mircue tu. I believe so. 

Senator Kerauver. Mr. Mitchell, you had been advised by that time 
that Wenzell was playing both sides of the street ? 

Mr. Mircuet. No, sir; I did not know that at that time. 

Senator Kerauver. At our hearings here, that was brought out on 
July 8. That is the day Wenzell testified, on July 8 and, of course, 
we had testimony here for weeks by other ‘people about Mr. Wenzell. 

Mr. Mrrcuety. That is very true, sir. 

Senator Keravuver. Do you mean to tell us you did not know any- 
thing about that ? 

Mr. Mircnett. What I meant to say was. Senator, that I did not 
have suflicient facts before me, nor an opportunity to study them or 
study the law, to be able to come to any conclusion. 

I would like to call your attention, sir, to the fact that when the 
Comptroller General wrote us his opinion on July 29, these hearings 
were still continuing. They continued for approximately a week af- 
ter that, as | remember it, and it took us a long time after that to study 
these transcripts, to study the law on the question, to go back to the 
SEC hearings, and to study our own files before we finally came to 
a conclusion on the question. 

Senator Kerauver. You had somebody sitting up here at all of 
these a we had; somebody was here, the very day that Wenzell 
testified, from your agency. 

Mr. Mircnent. Well, I respectfully submit, Senator, that Wenzell’s 
testimony the first day would not have been suftic ient for me to come 
to any conclusion. 

Senator Keravuver. Of course, the participation of First Boston 
had come out as early as December 1954 in the SEC hearings, and you 
had your man, Mr. Morr ison, over there in that hearing. 

Mr. Mircuni:.. Yes; it is true that we all knew at that time that 
First Boston was the financial agent for the company, but there was 
nothing at that time to indicate the nature of Wenzell’s participation 
nor of the knowledge of the Dixon- Yates sponsors. 

Senator Kerauver. Repeat that again, Mr. Mitchell. 

Mr. Mrrcuet. I say, sir, that, to ‘the best of my knowledge, at the 
time of the SEC hearings, it was known that First Boston had become 
financial agent for the “Mississippi Valley Co., but to the best of my 
know ledge i it was not known at that time what the nature of Wenzell’s 
activities were on behalf of the sponsors, nor was it known the extent 
to which the sponsors were aware of his activities. 

Senator Kerauver. Mr. Mitchell, I should not be engaging in all 
this colloquy with you, I guess, but Mr. Wenzell was singing in as 
First Boston, was ‘advising Dixon- Yates, was preparing ‘proposals, 
was in on all the conferences. Of course, you did not let the public 
know anything about it, but you people down there knew all about 
it, did you not? 

Mr. Mircuett. Well, Senator, I am afraid we may be ge ting to 
the point here where if I go into detailed discussions 

Senator Kerauver. All right. 





Mr. Mircue.t (continuing). Of the reasons that lay behind my 
opinion, I may be revealing something that will be interesting and use- 
ful to the Mississippi V alley Co. if they ever get into court. 
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Senator Keravuver. I think your testimony here is going to help you 
defend the Government, and I hope that you are not going to say 
anything that will prejudice the case, but I do not think you will, Mr. 
Mitchell. 

Well, Admiral Strauss, let us get back to you. 

Mr. Srravss. Mr. Chairman, I would also like to say that General 
Fields, the General Manager of the Commission, has arrived. 

Senator Kerauver. How are you, Mr. Fields. Would you pull up 
a chair here? 

Mr. Frexps. Yes, sir. 


TESTIMONY OF KENNETH E. FIELDS, GENERAL MANAGER, ATOMIC 
ENERGY COMMISSION 


Senator Kerauver. General Fields, what is your full name? You 
testified here before ? 

Mr. Frevos. Kenneth E. Fields. 

Senator Kerauver. The question we had when you were called 
was that on October 7 you talked with Mr. Dixon, et al., to tell them 
of some question of conflict of interest and that negotiations would 
have to be held in abeyance; is that correct? 

Mr. Frevps. That is correct; yes, sir. 

Senator Kerauver. With whom did you talk and what was said ? 

Mr. Frevps. Mr. Dixon was present, I believe Mr. Haydn Smith 
was present—was Mr. Canaday there? I believe Mr. Canaday—l 
would have to refresh my memory on the record, but I believe those 
were the three representatives of the Mississippi Valley Generating 
Co. 

Mr. Mitchell was present, and Mr. Shaw, who is assistant general 
manager for manufacturing; I would have to check the record to see 
who else was present, but they were the principal individuals present. 

Senator Kerauver. You will check the record and furnish any other 
names ? 

Mr. Fretps. Yes, sir. 

(The information furnished by Mr. Fields follows :) 

The individuals present at the meeting with the general manager on October 7, 
1955, were: K. E. Fields, general manager; David F. Shaw, assistant general 
manager for manufacturing ; William Mitchell, general counsel; E. H. Dixon and 
Paul O. Canady, president and vice president respectively of the Mississippi 
Valley Generating Co.; and Hayden Smith, attorney. 

Senator Kreravver. Had you called them to meet with you or had 
they initiated the meeting? 

Mr. Fiexps. I initiated the meeting, sir. 

Senator Kerauver. As a result of what did you initiate the meet- 
ing ¢ 

Mr. Fiexps. As I recollect, it was following a Commission discus- 
sion in which it had been brought out that the General Counsel’s staff 
had, or the General Counsel had, arrived at a belief that there was 
a question about whether this contract was void or voidable. This 
arose out of the conflict of interest question with respect. to Mr. 
Wenzell; that the General Counsel himself had not reached his final 
conclusion on this, but that there was sufficient doubt about the con- 
tract that it was not in the best interests of the Government to continue 
negotiations with respect to the cancellation; that any negotiations on 
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any phases of the contract should be held in abeyance until the General 
Counsel had submitted his final opinion on this, sir. 

Senator Kreravver. And you told Mr. Dixon and others that ? 

Mr. Fretps. I told Mr. Dixon that, yes, sir; and the group there, sir. 

Senator Kerauver. What did they say? 

Mr. Fretps. They said they were very much surprised. They could 
not conceive that this was a valid point, that it would make the con- 
tract void or voidable, im their estimation. 

We said that that was a question that had to be resolved by further 
study by the counsel of the Commission as to what the action of the 
Commission should be in this regard. 

Senator Krracver. They viewed vour opinion with alarm; is that 
right ? 

Mr. Frevps. I think so; yes, sir. 

Senator Krravver. Can you shed any light on what is meant in 
Admiral Strauss’ letter on that same day that “major matters would 
he held up but there would be some negotiation of minor ones?” Just 
what are those minor matters that are referred to? 

Mr. Frerps. Well, the minor matters, as I recall, had to do with 
some of the questions of closing out the West Memphis office that they 
had or the settling of some minor contracts with respect to the clear- 
ing and grading there, aspects of this nature, which there had been 
information back and forth on these up to that point, and they felt 
that there might be some contracts of the order of $1,000 or $2,000 
that could nevertheless be settled. 

Senator Kerauver. Was Ebasco one of those? 

Mr. Frerps. No, sir. 

Senator Kerauver. Was that discussed ? 

Mr. Frerps. I do not recall that Ebasco was discussed in this con- 
ference; no, sir. 

Senator Keravver. Let me ask you gentlemen, how can you stand 
on your position holding a contract void or voidable and defending 
the ( yoverninent against liability on the major aspects if you are go- 
ing to acquiesce in the settlement of the minor aspects of the con- 
tract? Admiral Strauss? 

Mr. Srravss. At the time that letter was written, no such decision 
had been reached by the Commission, Senator. This was on the 
decision to hold the negotiation in abeyance pending the receipt of 
the opinion from our counsel, and it occurred, if you will recall, Octo- 
ber 7, a month and a half before our final decision was reached, and I 
think it was a prudent step in advance of that decision. 

Senator Keravver. But you had information by that time, you 
already had information, about Wenzell, the facts upon which the 
November 23 opinion was predicated, and it would seem that having 
the facts you either had to decide it one way or the other all the way. 

Mr. Srrauss. We acted upon the facts and the opinion, not upon 
either one of them independe ntly, Senator. 

Senator Keravver. What I mean is, October 7 when your letter 
was written, saying that you would settle the minor matters but not 
the big ones, because of this possible conflict of interest, you had the 
facts about Mr. Wenzell. So I wondered how, with those facts, you 
could eall it valid for small purposes and invalid for big purposes 4 

Mr. Srravss. No, Senator, I do not think the Commission had infor- 
mation on which it could properly act at that time without the opinion 
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of counsel. Counsel had been asked to give an opinion, counsel w 
engaged in the preparation of the opinion, and to have acted one w iy 
or the other before its re ceipt would have made his action super- 
numerary. 

Senator Keravver. Well, now, Admiral Strauss, you are not sure 
whether you called Mr. Hughes about this? 

Mr. Strauss. No; I can easily check. Mr. Hughes is in the room, 
Senator, and, perhaps—— 

Senator Krravver. We will have him later on, if you cannot re- 
member. 

Mr. Strauss. And will support my recollection. LIhopedIdid. It 
would be an oversight if I did not. 

Senator Krrauver. Who else did you talk with about it? Did you 
talk with Sherman Adams in the White House? 

Mr. Srravss. Senator, I will have to respectfully decline to rep] 
to a question as to discussions within the executive branch that I may 
have had, or even to imply that I had any by declining to be responsive 
to you on that question. 

Senator Kerauver. Why, Admiral Strauss? I do not understand. 

Mr. Srravuss. Well, Senator, it seems to me that it is basic to the 
whole concept of government that the separation of powers provided 
for in the Constitution enables the individuals in the executive branch 
of the Government to confer without inquiry as to their conferences. 

Senator Kerauver. Well, you have been talking about your confer- 
ences with Mr. Hughes. He is an official in the executive branch of 
the Government. 

Mr. Srravuss. I saidthat I notified Mr. Hughes. It was different—— 

Senator Krrauver. Did you notify Sherman Adams? 

Mr. Srravss. As a matter of fact, I cannot recall. It is quite pos- 
sible that I did, but I cannot recall. 

Senator Krravver. Can you refresh your memory in any way ? 

Mr. Srravss. I can look 'to see if there was a letter or a telephone 
call on that day. 

Senator Kerauver. May I ask again, did you talk with Mr. Adams 
about the fact that you were going to hold this contract void or void- 
able? 

Mr. Srravss. Senator, may I respectfully again turn to my former 
answer and say that any conversations that rl may have hs id with 
any of the assistants to the President or any other persons in the 
executive branch of the Government which did not bear upon or con- 
tribute to the action of the Commission might be privileged, and I 
hope that you will so consider them. 

Senator Keravuver. Well, I have been trying to find out whether 
this conflict of interest was one of the reasons for Mr. Adams’ calling 
Mr. Armstrong of the Securities and Exchange Commission. 

Mr. Srravss. I know of no such call, and I can contribute nothing 
to your information on the subject. 

Senator Keravver. You can talk about Mr. Adams. Who else did 
you advise with, if anybody, Admiral Strauss ? 

Mr. Srravss. I advised with no one except the Commission. T at- 
tended a meeting at the Department of Justice to which General Coun- 
sel has referred a few moments ago, but as to advising on whether or 
not the Commission should take this action, I did not advise with 


anyone but my colleagues on the Commission. 
e 
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Senator Krerauver. Did you advise with the Attorney General, Mr. 
Brownell ? 

Mr. Srrauss. As to whether the Commission should take this action 
or not? No, sir. 

Senator Kerauver. What did you advise with him on, if any- 
thing ? 

Mr. Srrauss. I accompanied the General Counsel to a meeting at 
the Department of Justice for the purpose which the General Counsel 
has stated, namely to ascertain whether there was anything in the 
nature of the action which we were taking that would at all prejudice 
the Government in defending itself ag: ainst a suit. 

Senator Kerauver. Did you see Mr. Brownell on that occasion or 
any other occasion / 

Mr. Srravss. On that occasion but on no other occasion. 

Senator Krravuver. I did not understand from Mr. Mitchell that 
Mr. Brownell was there. I thought he had a Mr. Rankin there 

Mr. Srrauss. I think Mr. Brownell came in for a brief period and 
left the meeting. 

Mr. Mircnenni. Yes, sir; he did. 

Senator Kerauver. That is very important, Mr. Mitchell; why 
didn’t you say something about that a moment ago? 

Mr. Mrrcnece. I am sorry, Senator. 

Senator Kerauver. It is funny you remember Mr. Rankin, the as- 
sistant, but you would not remember the Attorney General. 

Mr. Mircue.u. This was an additional meeting, Senator. 

Senator Keravuver. You talked about both meetings, but you never 
mentioned Mr. Brownell. Why didn’t you? 

Mr. Mrrenetz. This was a third meeting. 

Senator Keravver. I asked very plainly 2 2 or 3 times whom you con- 
ferred with at the Department of Justice, and you named all these 
underlings, and you never got around to naming Mr. Brownell. Now, 
why did you not ? 

Mr. Mrrcuein. Senator, as I explained to you, I testified to the best 
of my recollection. I did not have any memorandum in front of me 
which I wrote as to these various meetings. 

Senator Kerauver. Now that your recollection has been refr eshed, 
just what did you talk with Mr. Brownell about ? 

Mr. Mircueti. Again, Senator, it was the same thing that I men- 
tioned before. This was prior to submitting my opinion to the Com- 
mission, and we wanted to be sure that there was nothing in it that 
would embarrass the Department of Justice should it become public, 
and should there be litigation. 

Senator Kerauver. Admiral Strauss, what did you talk with Mr. 
Brownell about ? 

Mr. Srrauss. Well, I 

Senator O"Manonery. Mr. Chairman, may I interrupt ? 

Senator Keravuver. Yes. 

Senator O’Manonry. How could there possibly be anything in 
your opinion that would embarrass the Department of Justice? 

Mr. Mircuety. Only this, Senator, to the extent that I exposed my 
lines of reasoning and possibly indicated any doubt as to the legal con- 
clusion, and you “will notice that I did not say flatly that the contract 
was void or voidable. I said there was a substantial question. 
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Now, if I had gotten into an exploration 

Senator O’Manonry. When did you say that? 

Mr. Mircuety. In my opinion. 

Senator O’Manoney. What was the date of the opinion? 

Mr. Mrrcnetu. The opinion, I believe, was dated November 15. It 
was submitted to the Commission some time after that; yes, sir. 

Senator O’Manonery. November 15? 

Mr. MircHe... Yes, sir. 

Senator O’Manoney. This year? 

Mr. Mircuei. Yes, sir. 

And my concluding sentence was that there is a substantial ques- 
tion as to the validity of the contract which can only be settled in the 
courts. 

Now, normally, if I am writing an opinion advising a client, I may 
expose the pros and cons of the situation that I have under considera- 
tion. I wanted to avoid doing that here, because of the very reason 
that I have mentioned, and I wanted to be sure that in w riting the 
opinion I had not gotten over into that area; that was the purpose. 

Senator Kerauver. Mr. Mitchell, what day was it you advised with 
Mr. Brownell? 

Mr. Mircuet. I would have to check my records. 

Senator Keravuver. Was the last visit you went there ? 

Mr. Mircueny. Yes, sir. 

Senator Krerauver. Did you go to his office ? 

Mr. Mircnevi. Yes, sir. 

Senator Kerauver. Who else was there? 

Mr. Mircnentt. Mr. Strauss, Mr. Burger, and Mr. Rankin. 

Senator Kerauver. Mr. Burger and Mr. Rankin? 

Mr. Mircue.n. Yes, sir. 

Senator Kerauver. Can you think of any good reason why a few 
minutes ago you said you went down and advised with Mr. Burger 
and Mr. Rankin, and you were trying to find out about the position 
of the Attorney Gener: al, and you ‘did not mention Mr. Brownell 4 

Mr. Mircurty. No, sir. As I say—— 

Senator Kerauver. And you were in Mr. Brownetl’s office? 

Mr. Mircuett. Yes, sir. 

Senator Kerauver. Can you think of any good reason—— 

Mr. Mrrcuevt. When you asked me the question, Senator, I was 
thinking largely in the context of my discussions prior to the time 
that the opinion had been prepared. I can only say at this point 
that I had written this—this was the final check. 

Senator Kerauver. Did Mr. Brownell offer any objection to it ? 

Mr. Mircuetu. No, sir. 

Senator Keravuver. Did the Department of Justice object to point 
19, the first sentence? 

There is no evidence that the Government was damaged as a result of this 
conflicting interest? 

Mr. Mircue.u. No, sir; there was no objection to that. 

Senator Kerauver. You do not believe that, do you? 

Mr. Mircue tu. Yes, sir; I do. 

Senator Kerauver. Well, I do not know if you have seen the record 
or not, Mr. Mitchell, but I suppose there has not been anything in 

65950—56—pt. 2——31 
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Government since I can remember, that more people in Government 
have spent more time on. Mr. Cook devoted almost a year or two to 
it, and TVA people, the Securities and Exchange Commission, the 
Department of Justice, the Atomic Energy Commission, the Bureau 
of the Budget, Sherman Adams at the White House, all spent tremen- 
dous time on this. How do you figure the Government was not dam- 
aged? Isn’t their service worth something ? 

Mr. Mircueu. Senator, the point I was making here was that a 


conflicting position which Wenzell occupied did not lead to any dam- 
age to the , Government. 


Senator Krrauver. How do you know that? 

Mr. Mircuety. I thought I said here, “There is no evidence that 
there was any,” and I found none. 

Senator Krrauver. Well, Mr. Wenzell negotiated and fixed the in- 
terest rate. How do you know that had you not been operating under 
a conflict of interest, you could not have gotten a lower interest rate ? 

Mr. Mrrcuety. That would be speculation, Senator. But there is 
nothing, as I say there is nothing to indicate that there was any dam- 
age as a result of this conflicting position. 

Senator Krerauver. If a fraud has been worked on the Government, 
and all these Government agencies have spent their time and money 
and legal fees—and I was amazed to see the amount of time that Mr. 
Cook and others have spent on this matter—don’t you think that is 
taking up all their time and being paid by the taxpayers’ money— 
don’t you think that the Government is damaged ? 

Mr. Mitrcuetu. Senator, this goes to the question of the other aspects 
of the contract. 

What I was saying here, and I still think it is true, is that there is 
nothing to indicate that the conflicting position which Wenzell occu- 
pied in itself led to any damage. 

Senator Krrauver. Well, it is just the difference between void or 
legal; is it not? If they worked a fraud on you, Mr. Mitchell, then 
the Government has been badly wronged, has it not ? 

Mr. Mircretyi. Senator, I have not said there was any fraud here. 

Senator Kerauver. Are you for defending the Government or are 
you not, Mr. Mitchell? 

Mr. Mircnetn. I am for defending the Government, Senator, on 
grounds which I consider to be legally sound and accurate. 

Senator Kreravuver. Admiral Strauss, this contract was originally 
ordered by the White House; was it not? 

Mr. Srrauss. We were directed to enter into the negotiation, Sen- 
ator. 

Senator Krrauver. Since you were directed to enter into negotia- 
tions by the White House, is it not natural that you would have noti- 
fied the White House that you found a possibility of fraud, and that 
you were not recognizing liability on that basis? 

Mr. Srravss. I think that is a proper inference, but I cannot, with 
respect to the point I made a few moments ago, testify as to whether it 
was done or not, Senator. 

I would like to make one point 





Senator Kerauver. Admiral, I think we should discuss that a little 
further. 


Mr. Srrauss. Yes, I wish we could. 
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Senator Krrauver. The White House entered into this matter, 
directing the Bureau of the Budget to direct you or directing you to 
enter into a contract. 

You entered into a contract, and you are now disclaiming liability 
on the ground of possible conflict of interest. 

Under those circumstances, do you not think that the participation 
of the White House in this matter ought to be gone into? 

Mr. Srravss. I think that is a matter of opinion. 

Senator Krerauver. And explained ? 

Mr. Srrauss. For which I doubt whether there is any place in this 
record, and I would not like to express an opinion on that. 

The direction from the White House reached me through the Di- 
rector of the Budget. I kept in close touch with the Director of the 
Budget. But as a matter of evidence and of testimony, Senator, a 
few moments ago you referred to the amount of time spent on this—— 

Senator Keravver. Just a moment, we will get to that. I remember 
T saw you with a lot of boxes over there. 

Mr. Srravuss. Well, we spent a great amount of time testifying on 
the Hill on the subject, which I think is entirely proper, but a great 
deal of time went into that, a great deal. 

Senator Kerauver. And a lot of time of Senators has gone into it, 
too. 

Mr. Strauss. Yes, sir. 

Senator Kerauver. Admiral Strauss, are you claiming privilege 
on your own motion against testifying as to what conversations there 
were with Sherman Adams and others in the White House relative 
to the nonrecognition of liability under this contract ? 

Mr. Srravuss. Senator, I do not know what you mean by my own 
motion. 

Senator Keravuver. I mean, are you doing it at your own volition ? 

Mr. Srrauss. Yes, Senator; because as I have been taught, the 
Constitution of the United States is based, among other things, on 
the separ ition of the powers, and I have more 1 ‘espect for the Consti- 
tution than I have for most documents. 

I would hate any action of mine, even at the price of your dis- 
pleasure, to in any way impair, by setting a precedent, the standing of 
that document. 

Senator Kerauver. Admiral Strauss, you are talking about the 
Constitution, and that is fine. But I am sure that you are aware also 
that the privilege, if any, that does exist in connection with the 
White House does not exist in connection with matters involving 
fraud or misconduct. You are aware of that? 

Mr. Srravss. Iam not aware of anything except that—— 

Senator Kerauver. Mr. Mitchell may probably advise you that the 
Supreme Court opinions expressly exempt from the matter of privi- 
lege any matter involving fraud or misconduct. Isn’t that right, 
Mr. Mitchell? 

Mr. Mrrcnetn. I think that is true, Senator. 

Senator Kerauver. That came out in the hearings on the Teapot 
Dome case. 

Mr. Mircnent. So far as the people who are engaging in the discuss- 
ing are concerned ; yes, sir. 

Senator Krrauver. What we are trying to get at here is who per- 
petrated or who is responsible for this situation which led to a con- 
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tract which has now been declared to be void or voidable by virtue of 
a conflict of interest. That is what we are trying to find out; that is 
the very type of thing that a privilege which, if any exists, does not 
apply, Admiral Strauss. 

Mr. Strauss. Senator 

Senator Krerauver. Let me see, does Mr. Mitchell agree? 

Mr. Mircnetu. Senator, I am afraid I do not agree that our con- 
clusion has been that the contract is void or voidable. My conclusion 
was there is a substantial question as to this which had to be settled in 
the courts. 

Senator Kerauver. Well, I am asking you now since—— 

Senator O’Manoney. Mr. Chairman, may I interrupt? The ques- 
tion which you first addressed 

Senator Kerauver. Yes, Senator O’Mahoney. 

Senator O’Manonry. The question which you first addressed to 
Mr. Mitchell asked him if he did not agree as a matter of fact that 
the doctrine of privilege does not apply where fraud is involved. You 
mentioned the Teapot Dome case and the action of the Supreme 
Court. 

Mr. Mitchell was about to agree to that statement of yours when 
something diverted him from the answer. I think it would be essen- 
tial to have his opinion on the record. 

Senator Kerauver. Yes. Thank you,SenatorO’Mahoney. He was 
about to comment on it. Will you continue? 

Mr. Mircnett. Well, my understanding is this, sir: That where 
Government officials themselves are involved in fraud, and I know of 
no fraud here, then their own conversations are not privileged. 

Senator Krerauver. You mean, even after the testimony and the 
opinion you have written, you know of no possible fraud here? 

Mr. MitrcHety. You say possible fraud, Mr. Chairman. 

Senator Keravuver. Well, probable fraud. 

Mr. Mrrcuett. I found no probable fraud here. 

Senator Kerauver. I am talking about Mr. Wenzell now. 

Mr. MircHetu. Yes, sir. 

T made clear in my opinion, I think, that the reason that might lead 
to invalidity of the contract was violation of the rule, and the courts 
have said that it is the tendency, the possibility of situations of this 
kind leading to improper action which vitiate any transaction in 
which such tendency or possibility occurs. It is not necessary that 
there have been any fraud in order to vitiate the document. 

Senator Keravuver. Then in your opinion you recite the Criminal 
Code on conflict of interest, and then you come up with, after a pretty 
good anlysis, Mr. Mitchell, that there was a probable violation. I do 
not know any difference between fraud and a probable violation of 
the Criminal Code. 

Mr. Mircuet. No, sir; I beg to differ with you respectfully Sena- 
tor. I did not come to the conclusion that there had been a criminal 
violation of the statute. 

The conclusion I reached was that there is a substantial question as 
to whether the rule which is incorporated in the statute, and which 
has also been enunciated by the courts, whether that rule had been 
violated, and there isa civil effect and not a criminal effect. 

Senator O’Manoney. What was that rule? 
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Mr. Mrircuetyu. The rule is briefly, Senator, that no one who is a 
Government official or employee may advise the Government where he 
has a private interest in the same matter on which he is rendering the 
advice. 

Senator Dirksen. It goes further than that, Mr. Mitchell. The 
statute says “a pecuniary interest.” 

Mr. MircHe.u. Yes, sir. 

Senator Kerauver. Well, the statute speaks for itself. 

Senator Dirxsen. It does indeed. 

Senator Keravuver. It does not have to be a pecuniary interest. 
Now, Mr. Mitchell and Admiral Strauss, it was identically the kind of 
situation we have here in which the courts ruled that there was no 
privilege, in the Teapot Dome case, where somebody inside the Gov- 
ernment was working the thing both ways. 

How do you differentiate, Mr. Mitchell, this situation from the 
Teapot Dome? In the Supreme Court case, have you researched the 
matter on privilege? 

Mr. Mircuetn. Not in this particular respect, Senator, recently. 
It is my recollection that the rule enunciated by the Supreme Court 
had to do with testimony by the very people who were involved. 

Senator O’Manonry. Well, if you have not analyzed the issue of 
privilege in this matter, then it is clear that you did not advise Ad- 
miral Strauss that this is a privileged matter on which he can refuse 
to testify. 

Mr. Mircnetn. Senator, I would not 

Senator O’Manonrey. Did you or did you not advise Admiral 
Strauss ¢ 

Mr. Mircurti. Senator, I would like to plead another kind of privi- 
lege there, the privilege between attorney and client. 

Senator Kerauver. Well, now, Mr. Mitchell, let us not carry this 
too far. You mean you are not going to tell—is Admiral Strauss 
your client or is the Atomic Energy Commission and the Government 
your client? 

Mr. Strauss. Mr, Mitchell is trying to protect me, Senator. 

Senator Kerauver. I do not think you need protection. 

Mr. Srravss. It is not necessary. I will take the full responsibility 
for my testimony without advice. 

Senator Lancer. I still think he ought to answer the question. 

Mr. Srravss. Pardon? Iam sorry. 

Senator Kerauver. Senator O’Mahoney asked a question of Mr. 
Mitchell. Let him answer it. 

Mr. Mircueti. I gather Mr. Strauss has waived my privilege, and 
I can then tell you, Senator, I did not advise him on this. 

Senator Kerauver. You did not advise him. 


Well, have you researched the cases in the matter of privilege, Mr. 
Mitchell ? 


Mr. Mircuetn. Yes, sir 

Senator Kerauver. You are talking about it; have you researched 
the cases? 

Mr. Mircnety. Yes, sir; I have considered carefully the Attorney 
General’s opinion to the President, I have considered it carefully, the 
opinion of May 1954, which had to do with the question of privilege. 
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Senator Krrauver. That did not have anything to do with the mat- 
ter. That was his letter to the Defense Department. That did not 
have anything to do with the question of fraud; did it? 

Mr. Mircuein. No, sir; and I repeat that I know no question of 
fraud here either. 

Senator Kerauver. Have you researched the Supreme Court deci- 
sion in the Teapot Dome case? 

Mr. Mrircuety. No, sir; I have not. 

Senator O’Manonry. Well, Mr. Chairman, it is evident now that 
Mr. Mitchell did not advise Admiral Strauss. 

Mr. Srrauss. Yes. 

Senator O’Manoney. Did you get any other advice? 

Mr. Srrauss. No, Senator. 

Senator O’Manoney. Then your judgment about what is privileged 
and what is not privileged is your own ? 

Mr. Srravss. It will have to stand on that, Senator; that is right, 
Senator; that is correct. 

Senator O’Manonry. Now, your first answer, if you have to stand 
on that, might carry the implication that you are concealing some- 
thing. You do not want 

Mr. Srravss. I certainly do not want to have anything carry the 
implication that I am concealing anything. 

Senator O’Manonery. Then without consultation with the Attorney 
General or with anybody else, you came to the conclusion that it is a 
privileged matter which you will not discuss with this committee, on 
whether or not the contract which was being made with Mr. Wenzell’s 
cooperation was or was not bad from the point of view of the Govern- 
ment? 

Mr. Srravss. Senator, I really do not follow your question. I am 
not trying to be evasive. Perhaps if you will restate it I will be able 
toanswer it. I could not follow it. 

Senator O’Manoney. I have always known you, sir, to be a pretty 
sharp man. 

Mr. Srravss. I would disclaim that—sharp. 

Senator O’Manoney. I mean in the way of being able to under- 
stand the English language. Will the reporter please read the ques- 
tion ? 

(The reporter read the question as follows: ) 


Without consultation with the Attorney General or with anybody else, you 
came to the conclusion that it is a privileged matter which you will not dis- 
cuss with this committee, as to whether or not the contract which was being 
made with Mr. Wenzell’s cooperation was or was not bad from the point of 
view of the Government? 

Mr. Srravss. Oh, I have said, Senator, on a number of occasions 
that I thought the contract was a good contract. Iam on record with 
respect to that. I thought so at the beginning, I still think so, despite 
the fact that in the public interest the President has decided that 
Memphis is to get its power by local financing, and that he ordered 
us to bring the contract to an end—I mean the relationship between 
the Government and the Mississippi Valley Generating Co. to an 
end and despite the fact that the conflict-of-interest question has been 
raised, I maintain that the contract was soundly conceived, and that 
it was in the public interest at the time it was executed. 
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Senator O’Manoney. When was this conflict of interest first raised 
so far as you know? 

Mr. Strauss. So far as I know it was raised some time during the 
month of July, and first came to the attention of the Commission 
officially. 

Senator O’Manoney. July of what year? 

Mr. Srrauss. This year, sir. By letter dated the 29th of July, 
which I saw by copy sent to me to Geneva. I saw it sometime toward 
the middle or end of August, Senator, but the precise date I cannot 
identify. 

Let us say sometime between the 15th and 20th of August, the letter 
itself being dated the 29th of July. 

Senator O’Manonry. Were you not aware of the existence of this 
question as early as June? 

Mr. Srrauss. No, I was not, Senator. 

Senator O’Manonery. Were you aware of any information that was 
being given to the President of the United States with respect to the 
position of Mr. Wenzell ? 

Mr. Srrauss. Yes, I had heard a great deal about that and seen a 
lot about it in the press. 

Senator O’Manonry. Did you give him any information about 
Mr. Wenzell’s position? 

Mr. Srrauss. I have never discussed—I am sorry, I can’t testify 
as to any conversations I have had with the President, Senator. 

Senator O’Manoney. Well, now, Admiral, I want to read to you a 
statement made by Mr. Eisenhower at a press conference at the White 
House on June 29, 1955. The Dixon- Yates issue was boiling all over 
Washington at that time. 

Mr. Srrauss. This is the President’s statement that you are quot- 
ing now ? 

Senator O’Manoney. No, no, this is preliminary. 

Mr. Srrauss. I am sorry. 

Senator O’Manoney. This is mine. I became aware of this con- 
tract before I was elected in November. I was on a leave of absence, 
you.may know, from the Senate. 

Mr. Srrauss. I have also been on leave of absence. They are very 
pleasant occasions, too. 

Senator O’Manoney. That is right. And one of the first things I 
did on returning to my functions as a Senator was to issue a statement 
with respect to the debt equity weakness of the contract for the Mis- 
sissippi Valley Generating Co. and expressing my opinion that it was 
an invalid contract. 

So it was, I say, boiling up all over the place along before June. 
And Mr. Wenzell’s position was a matter of question. It was so im- 
portant in the public mind that the press gathered at the press con- 
ference asked the President about it. 

Now, this is what the President said on June 29, 1955: 

Now, as far as the Wenzell report, Mr. Wenzell was never called in or asked 
a single thing about the Dixon-Yates contract. He was brought in as a technical 
adviser and nothing else, and before this contract was ever even proposed. 

Mr. Srravss. I think the President was quite correct. 

Senator O’Manonry. You think he was? 

Mr. Srravss. Yes, because the contract was dated—the contract was 
first drawn—can you give me the date? 
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Senator Kreravuver. The word there is proposed. 

Mr. Strauss. Proposed. When was the contract proposed ? 
Senator Keravuver. February 25, 1954. 

Mr. Srravss. Was that the date of the contract ? 

Mr. Coox. No; that was the date of the first proposal. 

Mr. Strauss. That was the date of the first proposal. 

Mr. Coox. The Bureau of Budget asked us to proced on June 16, 
1954. 

Mr. Srravss. We started the negotiations effectively after the 
receipt of the directive of the President which reached us by letter 
from the Bureau of the Budget dated June 16. I believe the Com- 
mission’s directive to the General Manager to proceed with the nego- 
tiations came on the 30th of June 1954. 

Senator O’Manonery. Will you pardon me if I say I think that is 
beside the question? Let me read again the President’s first sentence : 


Now, as far as the Wenzell report, Mr. Wenzell was never called in or asked a 
single thing about the Dixon-Yates contract. 


In your statement here today, you acknowledge that he was called 
in, do you not? 

Mr. Srrauss. Yes. 

Senator Kerauver. Yes, he said he was the principal adviser. 

Senator O’Manoney. Principal adviser. 

Mr. Strauss. Not on the contract. 

Senator O’Manonery (reading) : 

As Mr. Mitchell’s opinion indicates— 
says Admiral Strauss this morning— 

Mr. Wenzell’s sphere as adviser was primarily the form of capitalization. 

Mr. Srrauss. Of the company. 

Senator O’Manoney (reading) : 

Of the company, interest rates and marketability of securities. 

Now, if Mr. Wenzell of the First Boston Corp. and known to you to 
be such was at that time acting for the Government on the question of 
capitalization which involved the great difference between equity and 
debt in this contract, how can it be said now that the President was 
advised by the men who should have advised him that Wenzell was on 
two sides of the question? 

Did you advise the President that Mr. Wenzell represented the 
First Boston Corp.? 

Mr. Strauss. With great respect, again, may I request you to permit 
me not to testify and not to press me on the conversation with the 
President. 

Was this release that you have there dated the 19th of June? 

Senator O’Manoney. It was. 

Mr. Srravss. I have here before me a White House release dated 
June 29, which I would like to read with your permission. 

Senator Keravuver. Is that the release of Mr. Hagerty ? 

Mr. Srravss. That is right. 

Senator Keravuver. That has been placed in this record. 


Mr. Srravss. It is explanatory of the very point that the Senator 
has raised. 
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Senator Krravver. Mr. Hagerty said that the President was right 
except that he was wrong on it. 

Mr. Srravss. I think Mr. H: agerty’s words 

Senator O’Manonry. At my suggestion, I think he should be per- 
mitted to read it. 

Senator Kerauver. Very well. 

Mr. Srrauss (reading) : 

At his press conference this morning— 

This is the statement of James C. Hagerty— 


At his press conference this morning the Presndent asked me to check once 
again about Mr. Adolphe Wenzell. At no time did Mr. Wenzell take part in any 
policy decision either with regard to the inception of the proposals which led 
to the Dixon-Yates contract or the development of Government policy with 
regard to that contract. 

However, one exception should be noted to keep the public record exactly 
straight. In 1953, Mr. Wenzell at the request of the Director of the Budget, 
prepared an analy sis of the records and accounting systems of the Tennessee 
Valley Authority, particularly as to comparison of its annual report of earnings 
with those of similar private industry which have a different requirement as to 
taxes, interest rates, and the like. 

This was long before any proposal concerning the Dixon-Yates contract had 
been made. The one exception referred to is as follows: 

From January 14 to April 3, 1954, Mr. Wenzell did serve as technical con- 
sultant to the Bureau of the Budget. 


Senator O’Manonry. What dates? 
Mr. Srravss. January 14 to April 3, 1954. 


In that capacity he did give advice to the Bureau of the Budget on such 
matters as the form of securities that might be marketable, the rate of interest 
that might be used, and the necessity for various protective clauses and relative 
costs that enter into preliminary exploratory discussions that the AEC and 
the Bureau of the Budget were conducting at that time. 

Prior to the time the definite proposal of April 10, 1954, was made, which later 
developed into the Dixon-Yates contract, Mr. Francis L. Adams, Chief, Bureau 
of Power, Federal Power Commission, had been called in and was serving as 
Bureau of the Budget consultant. Mr. Wenzell did not serve as consultant from 
April 10, 1954, and had no connection with any subsequent discussion. 

He is also presently serving as assistant to the director of the technical 
operations of the International Bank for Reconstruction and Development. 


Senator O’Manoney. Now, obviously, Admiral, that was issued be- 
fore the Atomic Energy Commission came to the conclusion that this 
contract, or before the White House came to the conclusion that this 
contract was invalid because of conflict of interest. 

Mr. Srravss. We haven’t come to the conclusion that it is invalid, 
Senator. We have said that it may be. 

Senator O’Manonery. Well, I will accept that. 

Mr. Srravss. I think the reason 

Senator O’Manoney. But in any event, you came to the conclusion 
that you were not going to go through with it? 

Mr. Srravss. That is at this point. That is right unless the courts 
hold that we shall. 

Senator O’Manonry. So that those statements were made at the 
time when those surrounding the President were withholding infor- 
mation from him, now I say that deliberately, because I don’t be- 
lieve that the President of the United States would knowingly have 

made this statement which I read to you again, if he had been advised 
by the Atomic Energy Commission, by Mr. Sherman Adams, and by 
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Mr. Hagerty, and by the Bureau of the Budget, and all who had 
participated in bringing about this condition, and this is his statement: 

Now, as far as the Wenzell report, Mr. Wenzell was never called in or asked 
a single thing about the Dixon-Yates contract. 

Not policy, as stated in the statement that you just mentioned now, 
not any little segment of the business. 

What the President was led to say was, “He was never called in or 
asked a single thing” about the contract. 

Now, obviously, the President was not advised correctly as to the 
facts by his advisers, so then I come down to this question, sir, and 
this I think is the heart of it. 

But if in the executive department of the Government there should 
be found, or there should exist a group of individuals who conceal the 
facts from the President, seeking to bring about the sort of contract 
that the Dixon-Yates contract turned out to be, and then refused to 
testify before a Senate committee with respect to the facts, even though 
it was clear that the President had been misled, I say to you, sir, that 
no privilege exists. 

And I say to you, sir, that you ought to tell this committee in full de- 
tail the whole story and not plead any privileges when the President, to 
whom the privilege was attached by the Constitution, was evidently 
misled. 

Mr. Strauss. Well, Senator, I respectfully will differ with you that 
the President said anything 

Senator O’Manonery. Let the facts speak for themselves. 

Mr. Strauss. At that time. 

Senator O’Manoney. I do not want to argue with you, but there is 
the story. 

Mr. Srrauss. There is room for a difference of opinion. This man 
was not consulted on the contract. Negotiation of the contract was 
not begun until months after his connection with the Bureau was 
terminated. 

At the time that his duality, or conflict of interest, became known, 
which was sometime in June 1955, neither his superiors at the Bureau 
of the Budget, and certainly not I, had any knowledge of it what- 
ever. There is no reason in the world that the President should have 
known anything about it. 

Senator Keravver. Let us get back on the question directly. I want 
to ask you about that. 

Did you advise with anyone at the White House, Sherman Adams or 
others, that because of the possible conflict of interest you were dis- 
claiming responsibility in connection with the Dixon- Yates contract ? 
If so, with whom did you advise? 

Mr. Strauss. Senator, on penalty of whatever may be the penalty, 
I will claim privilege thereunder the doctrine of the separation of 
powers. I recognize that a forthright answer to your question seems 
important. It may be most important from the point of view of the 
history of this constitutional question and I will have to take the conse- 
quences, however unpleasant they may be. 

Senator Krerauver. The answer to the question is very important. 
Mr. Hagerty’s statement has been read. Did you help prepare it? 

Mr. Strauss. Did Thelp prepare it? No, sir. 

Senator Keravver. Did you see it before it was released ? 
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Mr. Srrauss. As a matter of fact, until this moment, = a ever 
ecall having seen it, although it is quite possible that it was called to 
my attention, but today is the first ime I can recall ever hasten read it. 
Senator Kerauver. We have been going since 9: 30 and the ‘Admiral 
has a meeting this afternoon, but I think we should take a 5-minute 
recess. 

(Short recess. ) 

Senator Kerauver. The committee will come to order. 

Senator O’Manoney. Mr. Chairman, I would like to make an obser- 
vation in connection with the questions I recently addressed to the 

Admiral and his responses. 

Senator Krrauver. Let us have better order, please. 

Senator O’Manonry. The reason I said in closing my remarks that 
I do not believe there is any privilege which protects the Chairman of 
the Atomic Energy Commission from responding fully, frankly, and 
freely, to the questions asked by this committee arises from the fact 
that the Atomic Energy Act which established the Atomic Energy 
Commission was a delegation of congressional powers to the Commis- 
sion which you head. Tt was not a conveyance to the President of any 
powers as in the case of the Department of Justice, or the Department 
of the Interior, or the Department of Agriculture. 

And Congress was so certain about this, that it established the Joint 
Committee on Atomic Energy, and gave that committee special powers 
to keep i in touch with your Commission. 

The purpose of the Atomic Energy Act, as I recall it, and I am 
speaking now from memory, was to establish the closest liaison be- 
tween the Congress and the Commission, so that nothing could be 
done without the knowledge of the peoples’ representatives in Con- 
gress. ‘This was because we were dealing with a new power of nature, 
fissionable materials, and the great capacity for disaster and for 
progress. 

So this does not fall into the category of privileged communications, 
which found their origin when Geor ge Washington as President of the 
United States declined to advise the Senate with respect to the negotia- 
tions of some treaties which he carried on. 

But we have come to a period in the history of our Government 
where it is no longer possible for the President to carry on negotia- 
tions even with foreign governments himself. He must delegate this 
power. 

We have a situation in which powers are delegated by Congress to 
commissions, and in which Executive powers are delegated by the 
President. 

I remember very well objecting all through the Roosevelt admin- 
istration and the Truman administration and the Eisenhower ad- 
ministration to the Reciprocal Trade Agreements Act which allows 
the President, by signing his name upon a document which other 
people have negotiated, to exercise the power of Congress to levy 
duties, and so forth. 

I contended that those agreements should not be permitted to be- 
come effective until submitted to Congress for approval. 

Now we are in a time when because of these great complexities, it 
would be easily possible for men of evil intent in the Government to 
throw about themselves the cloak of this old protective doctrine. But 
because of the complexity it is more important than ever before that 











1162 POWER POLICY 


men of good intent in the boards and commissions which Congress 
has established to exercise its powers should make full and free dis- 
closure to the people. 

I do not want to suggest that there was any evil intent upon the 
part of the Atomic Energy Commission, but I submit that the story 
which has been told here from the very beginning step by step against 
the most resolute resistance upon the part of our Bureau of the Budget, 
the Atomic Energy Commission, -“_ the Department of Justice and 
everybody who is concerned in this Dixon-Yates policy—I submit 
sir, that all of those facts indicate that the story has not yet been told 
to the Congress, and I do express the hope that the witnesses before 
us today will not continue to rely upon this doctrine which arose at a 
time when the delegated powers of Congress were not involved. ‘They 
are involved here. 

And I say to you, Admiral, and I say to you Mr. Mitchell, in all 
sincerity, that in a matter of this policy every patriotic servant of the 
Government should come forward and say, “This is the story.” 

Thank you, Mr. Chairman. 

Senator Kerauver. Thank you, Senator O’Mahoney. I might add 
just in addition to this another compelling reason. It would seem to 
me, Admiral Strauss, that there was a declaration and as a matter of 
fact an order from the White House itself to make every conversation, 
all negotiations, everything to do with this matter to be put in a 
chronology and given to the public. I assume that that directive still 
persists. 

So I just wanted to add that to the statement that Senator 
O’Mahoney had made. 

Senator O’Manoney. That is not only true but the name of Wenzell 
was omitted from that chronology. 

Senator Keravuver. That has been proven here, of course. 

Mr. Strauss. May I respond ? 

Senator Krerauver. Yes, indeed, Admiral. 

Mr. Srrauss. Because Senator O’Mahoney is a distinguished attor- 
ney and constitutional authority, and I speak from a profundity of 
ignorance and inexperience, I am deferential, Senator, in that respect, 
but the Atomic Energy law specifically delegates certain powers to 
the President. 

He is particularly brought into the Atomic Energy Act. The 
Atomic Energy Act, both the existing one and the McMahon Act, 
which it superseded, established the Joint Committee on Atomic 
Knergy and enjoined the Commission to keep it fully and currently 
informed and despite that, the Joint Committee, I started to say on 
numerous occasions, on three that I can think of and probably more, 
has declined to press for information to which some of its members 
thought they should have access. 

As a matter of fact, the junior Senator from Tennessee on an occa- 
sion not long ago agreed with me that certain documents that he had 
requested and certain conversations which he asked should be intro- 
duced into the record, should, for the reasons that I had tried to ex- 
pound, not be requested. 

I pointed out to him that the whole business of Government would 
grind to a halt if all conversations between members of the executive 
branch were subject to inspection and review. It would mean that we 
could only communicate by telepathy. 
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Invariably these reports contain the opinions of the staff and of the 
other members of the administration with whom one consults. These 
opinions frequently contain personalities. They are not infrequently 
a result of debate and consultation exchange. oe 

It would be grossly unfair to expose such communications and 
advices to the general public view. In a business, it would be im- 
possible to conduct its affairs on any such arrangement. 

Now, it is not because of the practicability of such a division that I 
take this position, and I realize, Senator, that in taking it I am really 
putting myself in jeopardy. I know that, and I am unhappily con- 
scious of it, but it is because of the fact that I believe that a great con- 
stitutional issue is at stake. 

If I am wrong, I will have to pay the penalty. I would certainly 
say this: There is no disposition on the part of myself or any of the 
witnesses for the Commission to fail to testify on any substantive 
matter about this contract. 

I know of no transactions since I have been connected with the 
Government, and that runs over a very considerable period of years— 
I have served in the Wilson administration, in the Roosevelt, Truman 
and Eisenhower administrations, and I have had a great deal to do 
with contracts. I have never known a contract to be as completely 
exposed in all of its aspects to public inspection as this one. 

The omission of the name of Mr. Wenzell which has come to mean so 
much in this matter was in its inception a detail. I was not even 
familiar with the fact although I do not wish to give the impression 
by that that I am not responsible for it. 

I take full responsible for anything that the Commission does. 

I thank you for letting me say this. I had to get it off my chest. 

Senator Dirksen. Are we departing from privilege now? I wanted 
to make one observation for the record. 

Senator Kerauver. I should like to call your attention, Admiral 
Strauss, to the President’s statement, which I suppose was the direc- 
tive that executive agencies were to follow out to make every negotia- 
tion and put everything out so that the public could see it in connection 
with Dixon- Yates. 

Do you not feel that your reluctance or your refusal to testify about 
conferences you have had with people in the White House with refer- 
ence to the nonliability of the Government were in contravention of 
that directive of the President ¢ 

Mr. Strauss. No, I do not, Senator, nor have I conceded that there 
were any such conversations. 

Senator Keravuver. You just won’t talk about them ? 

Mr. Srrauss. Yes; on the theory that a conversation between myself 
and an aide to the President or the President is a privileged conversa- 
tion as long as I am a member of the Atomic Energy Commission. 

Senator Krrauver. You are, of course, aware that you are taking 
the same position that Mr. Armstrong, the Chairman of the SEC, took 
sometime back in reference to a conversation with Sherman Adams? 

Mr. Strauss. I don’t know about that. 

Senator Krerauver. And the Attorney General refused to back up 
Mr. Armstrong and suggested that he did not have a privilege and 
should not claim it. 

Mr. Srravuss. If I am advised that I have no privilege by the At- 
torney General, I might still feel that my construction of the Constitu- 
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tion was one by which I should abide, but I have not received any such 
instruction and I have not asked for it, Senator. 

Senator Kerauver. Admiral Strauss, will you ask the Attorney 
General for his opinion about your testimony ? 

Mr. Srravss. At your request I will certainly do so, Senator. 

Senator Keravuver. We very respectfully will request that you do so. 
Mr. Strauss. I will certainly do so, Senator. 

Senator Krravuver. I wanted to ask one other thing about the 
opinion and then Senator Dirksen, you have some questions you 
wanted to ask. 

Admiral Strauss, you testified that this matter first came up about 
Wenzell’s possible dual position in a letter from the Acting Comp- 
troller General, July 29, that it was referred to the legal department 
and then you and Mr. Mitchell have testified about various conferences 
with people in the Department of Justice including Mr. Brownell. 

Do you have full confidence in Mr. Mitchell, your General Counsel ? 

Mr. Srravuss. Ido. I might add for the record that Mr. Mitchell 
had served the Commission as its General Counsel during a part of the 
receding administration. My predecessors were quite satisfied with 
his services and I am equally so. 

Senator Kerravuver. Admiral Strauss, who else worked on this 
opinion relative to the Wenzell matter ? 

Mr. Srrauss. I would have to ask that question of the General 
Counsel. 

Senator Krerauver. Let me ask the General Counsel, Mr. Mitchell. 
Who researched and helped you with this, Mr. Mitchell ? 

Mr. Mitcueti. A number of the people on my staff in the Commis- 
sion, Senator. 

Senator Kerauver. Who was the principal one? 

Mr. Mircuey. Senator, I respectfully will suggest that it would 
not be proper for me to expose the activities of particular members 
of my office. I take responsibility for this opinion. 

Senator Keravver. Mr. Mitchell, I am only asking you what law- 
yers in your division down there assisted you in the preparation of 
this opinion, helped you with the research. 

Mr. Mircuen. Senator, it seems to me that the question 

Senator Krerauver. We have been along this matter a long time, 
Mr. Mitchell, and sometime or another you gentlemen are going to 
have to tell us about these things, and we have had to drag it out the 
hard way ever since we have gotten started. 

I cannot see how you are going to be prejudiced or anybody else 
is going to be hurt by telling what lawyers worked with you in the 
preparation of this opinion. 

Mr. Mircuety. Senator, I respectfully suggest that this same prin- 
ciple of good business operations suggests that I should not expose the 
names of the members of my staff who worked on any particular 
problem. 

Senator Keravuver. Mr. Mitchell, you have just testified as to the 
members of the Department of Justice who consulted with you about 
it: Mr. Rankin, Mr. Burger, and the Attorney General, Mr. Brownell. 
What is the difference between that and lawyers on your own staff ? 

Mr. Mircuer.. I think the difference is this, Senator, that so far as 
my staff is concerned, this is my responsibility. They are advising 
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me as my assistants. And I must respectfully say that I do not feel 
free to indicate who they were. 

Senator Kerauver. That is very strange. I think I will have to 
order you to answer the question, Mr. Mitchell. 

Mr. Mircuett. I respectfully decline, sir. 

Senator Krrauver. Is Herzel H. Plaine an attorney with you in 
the—— 

Mr. Mircuetyu. Yes, he is on my staff, yes, sir. 

Senator Kerauver. He was formerly, for a number of years, with 
the Department of Justice? 

Mr. Mircue.. That is right, sir. 

Senator Krrauver. How long has he been with the Atomic Energy 
Commission ? 

Mr. Mircuety. To the best of my recollection, approximately a year. 

Senator Krrauver. He is a satisf: actory, capable lawyer ? 

Mr. Mircuett. Entirely so, yes, sir. 

Senator Krrauver. He has had long experience? 

Mr. Mircuenn. Yes, sir. 

Senator Kerauver. You have confidence in him? 

Mr. Mircnety. Yes, sir, I do. 

Senator Kerauver. He is from New Jersey and has had experience 
there before he came with the Department of Justice? 

Mr. Mircuets. I have forgotten just now what his previous experi- 
ence was, Senator. 

Senator Kerauver. He actually wrote, did the research and basic 
work on this opinion, did he not, Mr. Mitchell ? 

Mr. Mrrcuett. I am sorry, Senator, I will have to make the same 
answer I made previously. I respectfully decline. 

Senator Kerauver. The chairman respectfully directs you to 
answer. 

Mr. Mrrcnety. I decline to answer, sir. 

Senator Kerauver. And Admiral Strauss, when this opinion was 
in the making, did you call for Mr. Plaine’s security file? 

Mr. Strauss. Yes, I am very glad to answer that question, Senator. 

Senator Keravuver. When did you call for it? 

Mr. Srravss. I received—the precise date I cannot give you at the 
moment but I will supply it. I received a report 

Senator Kerauver. I think I can supply it for you, sir. 

Mr. Strauss. I have no doubt 

Senator Kerauver. November 2 

Senator O’Manonry. What year? 

Senator Krrauver. 1955. 

Mr. Strauss. Let me give you some interesting background on that. 

I received a report to ‘the effect that a Member of the United States 
Senate had information that Mr. Plaine was a person in whose file 
there was derogatory information of a subversive nature. 

Because I am very jealous of the reputation of anyone working for 
the Commission, I sent for Mr. Plaine’s file and T also called the 
Senator in question. 

The Senator told me that he did not even know Mr. Plaine’s name. 
The story was a complete fabrication. The file contained no deroga- 
tory information and I returned it to the file with a notice to the 
General Counsel to that effect. This story had reached the morning 
papers in a distorted and very nasty form. 
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Senator Kerauver. Then I wanted to ask you, Admiral Strauss, if 
Mr. Mitchell will not tell us, how much work did Mr. Plaine do on this 
opinion ? 

Mr. Srrauss. Well, Senator I haven’t the slightest idea. 

Senator Kerauver. Will you not consult with your lawyer ana 
ask him to tell us what Mr. Plaine did in connection with this opinion ? 

Mr. Srrauss. Senator, Mr. Mitchell has answered the question on 
the ground that he takes full responsibility for the report. I must 
support the General Counsel in that contention. 

I would be perfectly willing to assume, for the sake of any argu- 
ment that is to be made here, that Mr. Plaine did work on the opinion. 
Mr. Plaine has been described to me and is described in his personnel 
papers as a competent and experienced attorney, and nothing 

Senator Kerauver. You did not call for his form 57, Admiral, did 
you? 

Mr. Srravss. I called for the file on Mr. Plaine, I don’t know what 
form 57 is. 

Senator Kerauver. You called for the security file? 

Mr. Srravuss. I know I called for the file. 

Senator Kerauver. And you took it up with Mr. C. Arthur Roll- 
ander, Jr., who is the Deputy Head of the Security Division? 

Mr. Srravss. I would presume that I sent my request through the 
General Manager’s office or through the Director of the Division of 
Security without respect to any individual by name. 

Senator Kerauver. Anyway, you did discuss the matter with Mr. 
Rollander, Jr.? 

Mr. Srravss. I don’t believe I discussed it with him. I am sure 
that I read the file quite carefully in order to see whether any of the 
statements that had been made to me about Mr. Plaine were borne 
out by the file. They were not. 

Senator Kreravuver. That was his security file that you got? 

Mr. Srravss. Senator, it should have included everything that we 
have on the subject of Mr. Plaine, security and otherwise. 

Senator Krrauver. Did it include his form 57? 

Mr. Srravss. Senator, this is something you said happened on the 
2d of November. A file that I read that day, I don’t know—I don’t 
know what a form 57 is. 

Senator Keravuver. Then did you ask Mr. Rollander to review it 
also ? 

Mr. Strauss. No, but in all probability the Division of Security 
reviewed it before sending it tome. It would be the normal thing for 
them to do. 

Senator Keravuver. It was charged out to you on November 2, was 
it not? 

Mr. Srravss. I have no reason to doubt that date. I don’t know 
the date. 

_ Senator ortega It was charged out to Mr. Rollander on Novem- 
ber 11 of this yea 

Mr. Strauss. It may very well be that other people in the Commis- 
sion, perhaps other Commissioners, were interested in this gentle- 
man. They may have heard the same stories that I did. 

Senator Krrauver. And so the review of his file for security rea- 
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Mr. Srrauss. No, it had to do with every piece of work in which 
he was engaged, Senator, and his continued availability for it. 

Senator Krravuver. Specifically, the fact that he was working on 
the opinion with Mr. Mitchell, did that have anything to do with his 
security file? 

Mr. Srrauss. I would say anything he was doing currently would 
certainly have a bearing upon the fact that this derogatory informa- 
tion reached me. It was presumably intended to reach me at the time 
that it did. 

Senator ae Did you discuss Mr. Plaine with Mr. Mitchell? 

Mr. Srravss. I did and Mr. Mitchell assured me that I would find 
nothing in the file that was of a derogatory nature since it had been 
reviewed by either him or by his people prior to the engagement of 
Mr. Plaine as he says, something over a year ago. 

Nevertheless, I felt it incumbent upon me to give it personal 
examination. 

Senator Kerauver. Mr. Mitchell, Mr. Plaine is an expert on con- 
flict of interest, is he not, by his previous experience and education ? 
Mr. Mrrcnect. I am not aware of that, Senator. It may be that 
he is. 

Senator Krrauver. Do you want to tell us now, Mr. Mitchell, of 
Mr. Plaine’s participation in the preparation of this opinion / 

Mr. Mircnetyi. I am sorry, Senator, but the same considerations 
that I stated earlier I feel still apply. 1 respectfully decline. 

Senator Kerrauver. You had no reluctance in talking about Mr. 
Fields’ participation with Mr. Dixon a few minutes ago. 

Mr. Mircue... That is right, sir. Mr. Fields is General Manager 
of the Commission. This was a meeting with people outside of the 
Commission. It comes to my mind in a completely different category. 

Senator Kerauver. Senator Dirksen, do you have some questions 
that you want to ask? 

Senator Dirksen. Yes. 

Senator Kerauver. Let me ask Mr. Mitchell this question first. 

I want to know, Mr. Mitchell, in connection with this opinion, and 
this contract, are you as the attorney for the Atomic Energy Com- 
mission going to try to prove a defense to prevent payment of the 
Government’s money to Dixon- Yates, or are you just going to submit 
it on whatever might be precedent for arbitration to the courts? 

In other words, are you going to fight the case or are you just going 
tacitly to submit it / 

Mr. Mircuetn. To the extent that I play any part in any proceed- 
ings that may develop, I will certainly do everything I can to protect 
the interests of the Government. 

I should like to point out that if there is litigation, this will, of 
course, be handled by the Department of Justice. 

Senator Kerauver. Have you originated any investigation to 
follow up the information that has been brought out ? 

Mr. Mircueii. Nothing; no, sir; nothing ‘beyond what is already 
made available to us. 

Senator Krerauver. By this committee and before the SEC, and 
before the Joint Committee on Atomic Energy ? 

Mr. Mircuetu. Yes, sir. 
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Senator Krrauver. It is not up to these congressional committees 
to get up the testimony to prove your case, ] Mr. Mitchell, is it? 

Mr. Mrrcuent. No, sir. And I think it would be unfortunate if 
our testimony should come out before a congressional committee. 

Senator Krravver. I know but I mean you are making no investi- 
gation on your own, apparently. 

Mr. Mircnetn. We haven’t made any up to this time. 

Senator Keravver. You are just relying upon what we brought out. 
What I wanted to know is, Are you going to dig in and get up the facts 
that have been unexplored so as to pr esent them to the court ? 

Mr. Mrrcuetu. Senator, if this matter should get into the courts, 
undoubtedly it would be necessary to do this. 

Senator Krerauver. You have been already advised that it will get 
into the courts, have you not ? 

Mr. Mircuett. I have read a statement in the press to the effect that 
the company is planning court action. If it does get into the courts 
the preparation of the defense will be the responsibility of the Depart- 
ment of Justice. I certainly will do anything I can to assist them. 

Senator Keravver. Is it not your responsibility to get up the facts 
to support the position of the AEC? 

Mr. Mircuetyi. Senator, I thought I had sufficient facts before me 
to advise the Commission in the manner in which I did. 

Senator Kerauver. Well, you know that there are a lot of unan- 
swered questions and a lot of other investigations needed, or have you 
conducted such an investigation ? 

Mr. Mircurii. Senator, this will only become necessary if there is 
litigation. 

Senator Krerauver. You have been advised that they are going to 
sue, have you not? 

Mr. Mircne ui. As I say, I have read the statement in the newspaper 
to the effect that one of the officials of the company stated that inten- 
tion. If there is litigation, it will be for the Department of Justice to 
handle the case. 

Senator Kerauver. Well, then, a fair statement is that you have 
done nothing about getting up any facts, although, as I will point out 
to you in a few minutes, I think there have been plenty of reasons 
indicating why you should make investigation. You have done noth- 
ing to get the facts except to read the records that have been submitted 
to 7 you ‘by congressional committees. 

Mr. Mrrcnety. Beyond that, Senator, we also consider the proceed- 
ings before the Securities and Exchange Commission, and certain in- 
formation that we had in our own files with respect to the contract. 

Senator Krerauver. But have you gone out and interviewed asso- 
ciates of Mr. Wenzell, like Tony Seal and Paul Miller and George 
Woods and Mr. Coggeshall and others ? 

Mr. Mircnett. No, sir; that would not be part of my function. 

Senator Krrauver. If you are trying to get the facts, it would be 
a very good thing to do, would it not? 

Mr. Mircuenc. I felt that I had sufficient facts on the sworn testi- 
mony that I read. 

Senator Krrauver. All right; Senator Dirksen has some questions. 

Senator Dirksen. First, Mr. Chairman, for the record, I want to 
observe with respect to this question of privilege that insofar as I 
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know, and I carefully examined that long memorandum which was 
submitted to the Committee on Government Operations when the 
same question arose, that the memorandum goes back all the way to 
the days of George Washington when he refused to make available 
certain information on the ground that there was a constitutional 
separation of powers. 

That memorandum has been kept up to date insofar as I know 
by every Attorney General under every administration, since that 
time. And what actually happens is that in every administration the 
Attorney General simply adds to what is already in the file and sub- 
mits it to the Congress. 

So that it is a privilege that derives from the Constitution, not from 
a statute, and that no matter what powers Congress may delegate to 
an independent agency of Government by statute, in my judgment it 
still does not affect or vary the privilege. 

It can be argued that the complexities of today would make it de- 
sirable that something be done about it. And, frankly, the matter 
has been under consideration by different Members of the Senate since 
the question arose. 

But it is still a constitutional privilege as such, so it is not modified 
by any statute or any delegation of power that the Congress may make. 

Senator O’Manoney. An ar gument can be made, I readily acknow]l- 
edge that. ButIdo. 

Senator KEravuver. May I ask Senator Dirksen if he thinks the 
President’s directive to make all information and everything available 
does not waive any possible privilege there may have been ? 

Senator Dirksen. I doubt it very much. 

Senator Kerauver. Very well. 

Senator Dirksen. Now, Mr. Chairman, I will address these ques- 
tions to you, Mr. Mitchell, and to you, Admiral Strauss. And I do it 
for purposes of clarification. 

No. 1, a contract was contrived by the AEC, at the direction of the 
President. That is a statement of fact to which we can all agree. 

Mr. Strauss. That is right, Senator. 

Senator Dirksen. No. 2, I suppose we can all agree that in one 
respect or another a gentleman named Adolphe Wenzell, whom I 
have never seen before and whom I do not know, participated with 
respect to certain expert information on interest rates, capital struc- 
ture, and related matters, and that in that connection he was a con- 
sultant, at one time, in the employ of the Bureau of the Budget. 

Mr. Strauss. That is correct, Senator. He participated in these 
matters prior to his resignation from his duties with the Bureau of 
the Budget. I do not know the date of it, but I believe it to be 
sometime in February or April of 1954 when there was before us a 
proposal—the negotiation of the contract began the 5th of June 1954. 

Senator Dirksen. Now, for Mr. Wenzell to come into Government 

in any capacity, w hether : as a consultant or whether as a steady em- 
ployee of any agency of the Government, is perfectly all right, per- 
fectly all right as an individual, but the question seems to arise with 
respect to Mr. Wenzetl that there was a conflict of interest, in other 
words, a seeming, I say a seeming, violation of that section of the 
Criminal Code where it would have to be found, according to the 
language of the statute, that he had a pecuniary interest, the language 
is, and I think I might just as well read it. 
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Whoever being an officer, agent or member of or directly or indirectly inter- 
ested in the pecuniary profits or contracts of any corporation, joint stock company 
or association, or of any firm or partnership, or other business entity, is em- 
ployed or acts as an officer or agent of the United States, for the transaction 
of business with such business entity, shall be fined not more than $2,000 or 
imprisoned not more than’2 years or both. 

Now, I see that that statute has been referred to in the opinion that 
was rendered by Mr. Mitchell. 

So really the question here, as this word fraud is so lightly bandied 
about here, and I think we ought to be a little careful about using 
terms, is simply this, whether or not there was a duality of interest 
on the part of Mr. Wenzell. That would have to be the crux of this 
thing. And he would have to have an interest in pecuniary profits 
or contracts, if it is asserted that there has been here a violation of 
the statute. 

Now, Mr. Strauss, I am going to ask you particularly in respect 
to Mr. W enzell, do you know him? 

Mr. Srravss. I have met him, Senator, on two occasions, which are 
a matter of record, both in January of 1954, once on the 18th of 
January and another time on the 20th. I have never seen him since. 

The first meeting took several minutes. The latter one was a gen- 
eral meeting whic h lasted for upward of an hour, and I presume that 
I sat through it. 

Senator Dirksen. Was he then in the employ of the Federal Gov- 
ernment in any capacity ? 

Mr. Srravss. It appears that he was. I did not know it at that 
time. 

Senator Dirksen. But other than that you knew nothing about Mr. 
Wenzell ? 

Mr. Srravuss. No; except that I knew that he was an officer of a 
very important, responsible, and honorable firm of investment 
bankers. 

Senator Dirksen. Was he then an officer of a firm of investment 
bankers? 

Mr. Strauss. That was my understanding. 

Senator Dirksen. You did not know? 

Mr. Srrauss. No; I knew this, that he had registered into the 
Commission as of that or eanization, but as to whether or not he was 
an officer, or what their structure was, whether it was a partnership or 
a corporation, I did not know. 

Senator Dirksen. Did you know at that time whether the so-called 
investment house had any interest in this thing whatsoever ? 

Mr. Srrauss. I did not. 

Senator Dirksen. Now, with respect to Mr. Mitchell’s opinion, I 
am curious to know at what point this conflict of interest seemed to 
come to the fore. I would assume from the testimony this morning 
that it came in connection with the letter from the General Account- 
ing Office dated the 29th of July of this year, which actually did not 
come to your attention until you returned from overseas sometime in 
August. 

Mr. Srrauss. That was the formal notice, Senator. I think it is 
reasonable to say, however, that with everything that had been agi- 
tated in the press, no one could have been ignorant of the fact that 
Mr. Wenzell was a debatable character weeks before that letter was 
written, some weeks before. Is that a fair statement ? 
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Mr. Mitcuetu. Yes, sir; I think so. 

Senator Dirksen. The letter has not been made a part of the record, 
has it? 

Mr. Strauss. The letter has. 

Senator Kreravuver. The letter is in the hearing of the Joint Com- 
mittee. It has been made a part of this record. 

Mr. Srrauss. At this point, if you will permit me, you asked for 
our letter to the Comptroller General and it has been supplied to 
me and I would simply like to turn it over to y ou. 

Senator Kerauver. Make that exhibit No. 3, I believe. 

(The letter is as follows:) 


ExHIsItT 3 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington, D. C., July 14, 1955. 
The Honorable the COMPTROLLER GENERAL OF THE UNITED STATES: 


DEAR Mr. COMPTROLLER GENERAL: On December 2, 1954, I forwarded to the 
then Comptroller General copies of the contract, dated November 11, 1954, be- 
tween the Atomic Energy Commission and Mississippi Valley Generating Co., 
supplement No. 1 to that contract, and other pertinent documents. The letter 
of the Acting Comptroller General, dated December 13, 1954, advised this Com- 
mission that the revisions made in those documents did not, in his opinion, 
affect the conclusion reached in his decision given to this Commission on 
October 5, 1954, that the Atomic Energy Commission had authority to execute 
the contract, to obligate the United States for all payments required to be made 
by the Commission under the contract, and to make payment of cancellation 
charges out of any funds available to the Commission for expenditure. 

The Atomic Energy Commission has now been directed by the President of 
the United States to take the necessary action to bring to an end the relation- 
ship of this Commission and Mississippi Valley Generating Co. under that con- 
tract. Before taking action in compliance with that direction, the Atomic 
Energy Commission wishes to be advised as to the propriety of the expenditure 
of funds appropriated for the Atomic Energy Commission in pursuing the al- 
ternative course of action that might be available to it under the terms of 
the contract. 

Your opinion is requested therefore on the following questions: 

(1) Is the contract between the Atomic Energy Commission and Mississippi 
Valley Generating Co. now a valid and binding obligation of the Government? 

This Commission has received from its general counsel an opinion that the 
contract is now a valid and binding obligation of the Government. <A copy of 
that opinion is enclosed. We are also enclosing for your information a copy of 
the brief filed for the United States as amicus curiae in the United States Court 
of Appeals for the District of Columbia Circuit in the matter of State of Ten- 
nessee, et al. v. Securities and Exchange Commission. 

(2) " Assuming that your answer to question (1) above is in the affirmative, 
has this Commission a legal right to terminate the contract by unilateral action 
under any of its provisions? If so, is this Commission authorized to make any 
payments due under such provisions out of any funds now available to the 
Commission for expenditure? 

With reference to the right of termination afforded to the Atomic Energy 
Commission under the provisions of section 7.07 of the contract, you are advised 
that there has been no reduction in the power requirements of this Commission 
at the Oak Ridge, Paducah, and Portsmouth installations of the Commission. 

(3) Assuming that your answer to question (1) above is in the affirmative, 
has this Commission a legal right at this time to exercise the option of purchase 
granted to the Atomic Energy Commission under the provisions of Section 7.09, 
Recapture, of the contract, as modified by supplement No. 1 thereto? If so, is 
this Commission authorized to make any payments due under such provisions, in 
the event of exercise of the option, out of any funds now available to the Com- 
mission for expenditure? 

It would not be the intention of this Commission to exercise the right of recap- 
ture under section 7.09 for the purpose of continuing the construction of the 
power facilities. Rather, the intention would be to liquidate the property ac- 











1172 POWER POLICY 


quired and settle the liabilities assumed in consequence of the exercise of the 
option with the purpose of bringing the contract to a conclusion with the least 
possible cost to the Government. 

(4) If a notice of exercise of option were delivered by this Commission pur- 
suant to section 7.09, and .arrangements were made with Mississippi Valley 
Generating Co. whereby Mississippi Valley Generating Co. would retain title to 
all real estate acquired as a site for the company’s power facilities, and would 
receive no payment from this Commission on account of the cost of acquisition 
of suid real estate, would it be necessary for the Atomic Energy Commission to 
obtain further legislative authority for the making of any other payments re- 
quired to be made by this Commission under the provisions of section 7.09? 

The last three paragraphs of the letter of the Acting Comptroller General, 
dated December 13, 1954, pointed out that, in view of the provisions of section 
164 of the Atomic Energy Act of 1954, and since the option to purchase under 
section 7.09 of the contract involved the acquisition of real property, it would 
appear necessary, before such option could be exercised, that an appropriation 
be available from which payments under section 7.09 could be made. This ques- 
tion (4) seeks your opinion as to whether further legislative authority would 
be required if the option were exercised under circumstances where no real 
estate would be acquired by the Atomic Energy Commission. 

(5) Assuming that your answer to question (1) is in the affirmative, does the 
Atomic Energy Commission have authority to enter into an agreement with 
Mississippi Valley Generating Co. providing for the termination of the contract 
by mutual agreement, the disposition of the assets and liabilities of Mississippi 
Valley Generating Co. acquired in connection with this contract and the payment 
to Mississippi Valley Generating Co. by this Commission of such termination 
charges as this Commission shall determine to be due on account of such termi- 
nation? If it is your decision that this Commission does have such authority, 
is the Atomic Energy Commission authorized to make any payments due to Mis- 
Sissippi Valley Generating Co. under such an agreement out of any funds now 
available to the Commission for expenditures? 

With full understanding of the careful consideration that the questions pre- 
sented will require, I wish to bring to your attention the fact that, pending your 
decision and the action of this Commission subsequent thereto, the Mississippi 
Valley Generating Co. is continuing to incur costs in very substantial amounts 
from day to day in proceeding with carrying out the project. Your efforts to 
expedite a decision will be appreciated. 

Sincerely yours, 


LewlIs L. Strauss, Chairman. 


Senator Dirksen. Were you aware at any time before that letter 
by the Comptroller there was any conflict of interest so far as Mr. 
Wenzell was concerned, because your whole opinion has to hit off on 
this question of conflict of interest? The question is, who knew it 
and when? 

Mr. Mrrcuett. I think I have to elaborate my answer a little bit. 

Senator Dirksen. That is perfectly all right. 

Mr. Mitrcneti. There had been suggestions of possible conflicts of 
interest in the proceedings before the SEC which commenced in June 
of 1955. 

Certainly the facts as they appear before us today were not evident 
in that hearing. At the time we got the letter from the Acting Comp- 
troller General in July, the hearings before this subcommittee were 
still going on, and it was only after we had an opportunity to read 
carefully the transcript of the hearings before this subcommittee, the 
previous hearings before the Securities and Exchange Commission, 
to study these and to study the law, that we were finally able to come 
to any conclusion as to whether or not there might have been a conflict 
of interest. 


Senator Dirksen. Well, you say that was in June in the proceeding 
before the SEC. 
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Mr. Mrrcneti. There was some suggestion there, Senator, but cer- 
tainly not the story as it subsequently developed. 

Senator Dirksen. It was suggested in February that the contract 
being entered into—was that the first suggestion ? 

Mr. Srrauss. You are thinking of the preceding. 

Mr. Mircuery. I am talking of 1955. The contract 

Senator Dirksen. That is right. 

Mr. Mrrcenevx.. The contract was signed in November, 1954. 

Senator Dirksen. Yes, but I am thinking of 1954, that the sugges- 
tion was made that the contract be entered into, that that came in 
February. 

Mr. Mrrcwety. Yes. 

Senator Dirksen. Actually you initiated action to enter into this 
contract as of the 16th of June 1954. 

Mr. Srrauss. That is right. 

Mr. Mircueini. That was the first direction we had to go ahead 
and start the negotiations of the contract. 

Senator Dirksen. But now you say that you first heard about Mr. 
Wenzell’s duality of interest in June of 1955, which was a year later. 

Mr. MircHe.u. Yes, sir. 

Senator Dirksen. That is the first intimation that you had of it? 

Mr. MircHe.u. Yes, sir. 

Senator Dirksen. Mr. Strauss, where, if at all, did you have any 
notion that Mr. Wenzell had this conflict of interest? 

Mr. Srravss. It would be difficult for me to be precise on the dates 
for this reason: At the end of April I went abroad. I was abroad all 
of May, and a part of June. This matter was alive, I believe, during 
that period. 

I left again at the end of July and returned toward the end of 
August. Both of these trips were trips in connection with my respon- 
sibilities. 

I would say that I became aware of the smoke in this connection 
sometimein June. I can’t fix the date in my mind. 

Senator Dirksen. Of this year? 

Mr. Srravss. Of this year. 

Senator Dirksen. It would bea year from the time? 

Mr. Srrauss. June or July. 

Senator Dirksen. That the forces were set in motion to initiate 
this contract, because you started preparation of the contract in 
June of 1954? 

Mr. Srravss. That is right, Senator. 

Senator Dirksen. You say it was probably about June of 1955 
before you had an intimation, any suggestion, any rumor, anything 
on which you could predicate a belief that there might be a duality 
of interest ? 

Mr. Srravss. That is right. I think that applies both to the Com- 
mission and to the Bureau of the Budget. 

Senator Dirksen. Now, getting back to Mr. Mitchell. 

Let us find out exactly, now, what this opinion of yours means, 
because I have examined it and I have examined particularly the 
very last and concluding paragraph, and in that paragraph you say: 


My conclusion is that there is a substantial question as to the validity of the 
contract which can only be settled in the courts. 
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Mr. Mitcuetu. Yes, sir. 

Senator Dirksen. That is the nub of your opinion to the AEC, 
is it not? 

Mr. MitcHetu. Yes, sir, it is. 

Senator Dirksen. Well, now, there is no finding of fraud, is there? 
You made no finding of fraud, did you? 

Mr. Mircuetu. No, sir, I did not. 

Senator Dirksen. You have no authority to make a finding of 
fraud, do you? 

Mr. Mircuetu. Certainly, I found none. 

Senator Dirksen. You can express an opinion ? 

Mr. Mrrcuetu. Surely. 

Senator Dirksen. And I may say parenthetically that the question 
of fraud is a matter for judicial determination and then you get into 
a wholly different branch of the Government all over again. 

Mr. MircnHetu. Yes, sir. 

Senator Dirksen. Is there any elaboration you want to give the 
committee with respect to this opinion that you rendered? 

Mr. Mircue.yi. Well, Senator, as I have indicated previously, I 
found nothing here to suggest fraud. And my opinion was not predi- 
cated on fraud or on any possibility of fraud. What I was talking 
about rather was this rule, which is reflected both in the statute and 
in the decisions of the courts, to the effect that a Government adviser 
may not occupy a dual position. 

What I sought to say in my opinion was that there seemed to be 
sufficient evidence here to indicate that this might have occurred. 
And that it might have been close enough to the contract itself, so 
that by reason of the dual position itself and not because of anything 
that flowed from it that it might be that the contract was not valid. 

Senaor Dirksen. Actually, you were motivated by the letter from 
the Comptroller General with respect to this possibility of conflict of 
interest ? 

Mr. Mircuety. That certainly called the point to our attention. I 
think probably we would have examined it independently once the 
hearing of the subcommittee had ended. 

Senator Dirksen. That was on the 29th of June, almost the last 
of June? 

Mr. MircuHett. 29th of July, Senator. 

Senator Dirksen. The 29th of July; yes, almost the 1st of August. 

Mr. MircHet.u. Yes, sir. 

Senator Dirksen. What was the date when you completed this 
opinion ? 

Mr. Mircneti. November 15. 

Senator Dirksen. When did you start on the opinion? 

Mr. Mrrcnety. Well, our study started, Senator, the latter part 
of July. Once we got the letter from the Comptroller General, we 
started then. We, of course, read the transcripts as they came out. 
We spent a lot of time studying them, studying the SEC proceedings, 
studying the law, looking at our own files, and it took us a long time 
to pull this thing together and try to come to some conclusion on it. 

Senator Dirksen. Well, I simply make the point, of course, that 
if you were alerted on the 29th day of July and you got out this 
opinion in November, considering of course, the work that would 
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have to go into it, would you feel that you were guilty of lack of 
diligence i in coming to grips with this question ? 

Mr. Mircnety. I would hope not, Senator. 

Senator Drrxsen. I would assume from the date that you had, 
August, September, and October, and the first 15 days in November, 
so that from the time you were alerted, actually you had an opinion 
ready to submit to the Commission within a space of 314 months, 
in which you, yourself, then raised this question of duality ‘of interest 


and say there is a substantial question as to the validity of the contract 
as the result of it? 


Mr. Mircuett. Yes, sir. 

Senator Dirxsen. Is that not the nub of the whole thing here? 

Mr. Mircuety. Yes, sir; I think it is. 

Senator Dirksen. I want to refer to the chairman’s question for : 
moment with respect to this meeting that you had with the Astenes “V 
General in his office. 

Did he actually participate in the meeting? 

Mr. Mitcneny. Yes, sir; he did and I do think that probably we 
should not go into any of the substantive questions. 

Senator Dirksen. I have no intention of doing so. 

Mr. Mircuett. But it was in the context, as I said, of my reviewing 
what I proposed to say in my opinion and I w anted to make sure 
that there was nothing which would, from the standpoint of the 
Department of Justice, which might have to defend the case, that 
there was nothing which they felt was prejudicial to the interest of 
the Government if this opinion was released. 

Senator Dirksen. Yes; I thought at one point in your testimony 
you said that he came in and walked out, or was that at another 
meeting? 

Mr. Mircuetu. No, sir; he participated. 

Senator Dirksen. Because that would not be an uncommon thing 
perhaps for the Attorney General to see a meeting in progress, to 
come in and listen for a moment and walk out. 

Mr. Mrrcnety. I am not sure that he was there the whole time but 
it was more than just a casual interest. 

Senator Kerauver. Hold your voice up. 

Mr. Mrircnetu. I am sorry, sir. 

Senator Dirksen. So as a matter of fact, he did participate to 
some extent ? 

Mr. Mircuetu. Yes, sir. 

Senator Dirxsen. I have one question, Admiral, with respect to 
this question raised by the chairman as to this letter from the Senator 

making inquiry about someone on your staff. 

I do not suppose you would feel at liberty to acquaint the com- 
mittee with the fact as to what Member of the United States Senate 
made this inquiry? 

Mr. Srravss. Senator, you misunderstood me. The report which 
reached me was to the effect that this particular Senator would be 
glad to provide me with information of a derogatory character. 

Unless I shall be ordered to do it, I would prefer not to mention 
his name for the record. In any event, I would not hesitate to do 
this in executive session. 

I called him. He did not know the name. 
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Senator Kerauver. I did not understand—did not know what? 

Mr. Srravuss. He was not familiar with the name of the party 
at all. 

Senator O’Manonry. Who was not? 

Mr. Srravss. The Senator. 

Senator O’Manoney. You called the Senator? 

Mr. Srrauss. I called him and I reached him at a point out of 
town, and asked him the question. 

Senator O’Manoney. It wasa report which you received not directly 
from him but from some other source? 

Mr. Srravss. That is right. 

Senator Kerauver. Let me see if I get that. Do you mind, Senator 
Dirksen ? 

Senator Drrxsen. Perfectly all right. 

Senator Krrauver. You received a report that a Senator would 
be interested and then you called the Senator and he did not know 
the name of anybody. 

Mr. Srrauss. He was not interested in the matter at all. 

Senator Krerauver. Why did you call for this man’s security file? 

Mr. Strauss. I did both simultaneously. 

Senator Keravuver. All at once? 

Mr. Srravuss. Yes; I cannot tell you whether as a matter of pri- 
ority I placed the call for the report before I placed the call for the 
Senator or whether it was in the reverse. I had some difficulty reach- 
ing the Senator. He was not in Washington. He was out of town. 

And I think, as a matter of chronology, he eventually returned 
the call. He called me back. 

Senator Dirksen. When you get an inquiry from a Member of the 
United States Senate, I take it, Admiral, you regard that as a re- 
sponsible source of information. 

Mr. Strauss. I do, indeed. And I make every effort, whether it 
is on a business matter or a personnel matter, to supply the informa- 
tion that is requested. 

Senator Kerauver. Senator Dirksen, I think while we are on that 

oint, I did not understand that you said an inquiry came from the 
Seaton office. 

Mr. Srrauss. For that reason I was correcting Senator Dirksen’s 
impression. Senator Dirksen understood me to say, when I responded 
io your earlier question, that this inquiry had come from the Senator. 

The statement which I made was to the effect that I received from 
an informant information tiiat there was derogatory material in the 
file of this gentleman, Mr. Plaine, and that a Senator was interested 
in amplifying that and supplying me with more data of the same 
character. 

Senator KerAuver. Was the informant connected with the Senator ? 

Mr. Srravuss. No, sir. 

Senator KerAuver. Just somebody outside? 

Mr. Srrauss. Somebody outside of the Senate, that is right. 

And I think in the nature of such matters that I should only pro- 
vide you with that information in executive session. 

Senator Dirksen. I do not care to press it, Admiral. I only say 
this, that after all you are charged with the administration of prob- 
ably the most secretive agency in the Government dealing with con- 
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fidential information, and so forth, and you would regard it as a re- 
sponsibility in connection with any employee of the AEC, if such a 
report came. 

Mtr. Srravss. I only have to remind you that the court record indi- 
cates that there were several instances in which individuals had 
brought to the attention of Alger Hiss’ employers items of derogatory 
information about him which for one reason or another were never 
followed up at the time, but if they were followed up there was no 
result from them. 

We have felt, however doubtful the source, that we cannot afford 
not to run down any information that comes to us about an employee 
of the Commission. 

I might add that is not an infrequent thing and that it very, very 
seldom results in anything tangible, but we cannot afford to let it pass 
unnoticed. The responsibility is too great. 

Senator Dirksen. Well, I think your position is correct, because if, 
for instance, the matter had come before still another subcommittee 
of this committee under the chairmanship of Senator Eastland of 
Mississippi, who is making an exploration of those matters, and it 
was disclosed that the information had gotten to you one way or an- 
other and you had failed to follow up on it, they probably would have 
had you on the carpet before still another subcommittee of this com- 
mittee before they had gotten through with it. 

Mr. Srravss. I can only say this, that the access on the part of the 
Chairman and the other Commissioners to the personnel and security 
files of the Commission must be not subject to criticism, else we cannot 
discharge our job. 

Senator Dirksen. Is there anything further, Admiral Strauss, that 
you believe you ought to say about what part Mr. Wenzell played in 
this whole business? 

Senator Krerauver. Before you leave, Senator Dirksen, the matter 
of security, if I may try to get something cleared up—at least I do not 
understand it. You said this was not infrequent. Admiral Strauss, 
is it infrequent that you, yourself, review the security file when some 
outside informant passes on information ? 

Mr. Srravss. In this particular case the information came to me 
directly. Other Commissioners have and do exercise the same privi- 
lege. The General Manager does. The Director of the Division of 
Security does. 

In a situation like this, there are always people who inform on 
others and, as I have indicated, most of the time, a very large percent- 
age of the time, this is baseless, but we cannot afford to ignore it 
nevertheless. 

Senator Kreravver. I would have thought if information like that 
came to you, you would pass it on to your security officer, Mr. Rolander. 

When rumors come to you personally, have you ever before per- 
sonally gotten the security file out ? 

Mr. Strauss. Many times. 

Senator Keravver. You do that many times? 

Mr. Strauss. Many times. 

Senator Keravver. Is there any objection to telling the name of 
the person who informed you? 

Mr. Srravss. I think it would be most unusual for me to do that in 
an open hearing. I should not like to do it. 
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Senator Keravuver. Very well. 

Senator O’Manoney. Did you know the person ? 

Mr. Strauss. Yes. 

Senator O’Manoney. Was he a reliable person ? 

Mr. Srravss. Yes. And he stated it as of information, but not of 
knowledge. 

Senator O’Manoney. But not of knowledge? 

Mr. Strauss. That is correct. 

Senator Kerauver. Was he connected with any of the people in this 
controversy or any of the corporations? 

Mr. Strauss. Yes; I would say so. 

Senator Krravuver. Connected with Dixon- Yates? 

Mr. Srravss. No. Well, by a process of 20 questions you will arrive 
at him. Asa matter of fact, a few questions less than that. 

He was not an interested person in the sense that the affairs of this 
man bore on this problem. I will be glad to give you 

Senator Keravuver. The information was that a Senator would be 
interested about him ? 

Mr. Srravss. No; that a Senator had information on the subject. 

Senator Krrauver. But you got his file before you got the Senator ? 

Mr. Strauss. I honestly don’tknow. I would presume I got the file 
the same day. I believe the call to the Senator was completed the 
following day, but I am not sure as to that. Those are matters of 
record, however, which I can supply. You have a good deal of data 
there. Perhaps you have that, Senator. 

Senator Keravuver. I do have some information about it. 

Mr. Srravss. Sir? 

Senator Krravuver. I say I do have some information. 

Why did you keep the file from the 2d to the 11th if the Senator 
immediately told you there was nothing to it ? 

Mr. Strauss. (7) I don’t know that I did; (6) I have a great deal 
to read. It is cuite possible that it remained on my desk. Other 
things, unfortunately, remain there. 

Senator KEravver. ‘Why did you ask Mr. Rolander to review it also 
if you found there was nothing to it? 

Mr. Srravss. I don’t think I did. 

Senator Keravuver. It was charged out to him on the 11th. 

Mr. Strauss. I say he may have been providing some other members 
of the Commission. 

Senator Keravver. All right. 

Senator Dirksen. This sounds a little like “What’s My Line?” 

Mr. Srravss. Yes, sir, I like the program. 

Senator Drrxsen. I have only one question. You mentioned all 
of this had been released and appeared in the morning papers. 

Mr. Srravss. No, there was a column [laughter] There are two 
gentlemen who have an undying affection for me and this was an 
occasion when they could not resist expressing it. 

Senator Dirksen. Now, Mr. Mitchell, I want to ask one question 
of you: In your opinion you refer to "Mr. Wenzell as a principal 
adviser, in your opinion. 

Mr. Mircuett. I said one of them, Senator. I think maybe I might 
have given a more accurate impression if I said he was an adviser on 
one of the essential elements but it was largely limited to that. 
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Senator Dirksen. Well, in your judgment was he a principal ad- 
viser inasmuch as he was called in, insofar as I know, to discuss debt 
and equity and capital structure, and so forth, amortization, and so 
forth ? 

Mr. Mircuety.. Let me put it this way, Senator. He was the Gov- 
ernment adviser so far as I know on these particular aspects of the 
transaction. 

Senator Dirksen. Mr. Strauss, would you regard him as a principal 
adviser in the few times, in the short periods that you have seen him ? 

Mr. Srrauss. In the few short periods I saw him he didn’t have an 
opportunity to give advice. 

But there were several meetings following those in which I did not 
participate in which I am told that his advice was quite — and 
constructive on the matter of capitalization, interest rates, the avail- 
ability of a market to absorb this amount of securities. 

This was all, of course, Senator Dirksen, a part of a plan to provide 
this energy for this area at a cost in excess of $100 million without 
putting it on the back of the taxpayer. 

Since private financing was involved, the inclusion of Mr. Wenzell 
as an adviser on interest rates seemed to me to be tantamount to 
getting the best advice you could. 

Senator Dirksen. One other thing, in your statement that you pre- 
sented this morning, on the bottom of page 2—here is a copy of it— 
you said: 

I should also say that my views have never altered in respect to the facts that 
the objectives of this contract were sound, economic, and in the public interest, 
despite the circumstances that have arisen that a conflict of interest may have 
made the legal instrument void or voidable. 

Well, in other words, it is possible to contrive a contract that is 
sound, and subsequently there is testimony to the effect that someone 
who had some identity with it, no matter how remote, may have had 
an interest that was in conflict with the public interest. But that 
would not in any way particularly impeach the contract that was 
made? 

Mr. Srravss. That is my belief, Senator. Of course, the contract, 
sound in its inception, became unnecessary in the opinion of the Presi- 
dent when the city of Memphis, in the person of its late mayor, 
announced they would build their own plant. The President said 
then—in fact, terminated this arrangement. The contract was sound- 
ly conceived. That is what I intend to imply. 

Senator Dirksen. So that what we are up to at the moment is this: 
that it was nearly a year, maybe more than a year, after you set in 
motion those forces looking to the negotiation of this contract, namely, 
June 1954, it was a year thereafter before it appeared that actually 
there was a conflict of interest on the part of this individual, namely, 
Adolphe Wenzell, that the Atomic Energy Commission through the 
Commission, and through the General Counsel, promptly proceeded 
to give the matter attention, render an opinion, and make that opinion 
public? 

Mr. Srravss. That is right. 

Senator Dirksen. That is the whole story. 

Mr. Srravss. That is right. 

Senator Dirxsen. Thank you, sir. 
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Senator Krerauver. Senator Langer has some questions. 

Senator Lancer. Mr. Strauss, do you remember receiving a letter 
from me when I was chairman of the subcommittee requesting a copy 
of this Dixon- Yates contract? 

Mr. Srravss. Senator, I am ashamed to say that I don’t, but if you 
wrote it, I am sure that I did receive it and I hope I responded to it. 

Senator Lancer. You remember you responded and refused to give 
this committee a copy of it? 

Mr. Srrauss. Did the contract exist at that time ? 

Senator Lancer. Yes, sir. 

Mr. Srrauss. I am still more astonished because we made it public as 
soon as it was executed. 

Senator Lancer. Is it not true that in all of these negotiations, they 
had a form of this contract, that you submitted it to Herbert Hoover? 

Mr. Srrauss. Never. 

Senator Dirksen. Junior or senior? 

Mr. Strauss. Neither. 

Senator Lancer. Is it not true that you also submitted it to the First 
Boston Corp. before this subcommittee had a chance to see it ? 

Mr. Srrauss. The Atomic Energy Commission ? 

Senator Lancer. Yes, sir. 

Mr. Srravuss. Emphatically not. The AEC has never had any deal- 
ings with the First Boston Corp. 

Senator Lancer. You are willing under oath to so state? 

Mr. Srrauss. I am willing under oath to say that I have not. And 
to the best of my knowledge that my subordinates have not and the 
General Manager and the Deputy General Manager and the General 
Counsel are here, and if there is anything that I have said that is 
contrary to the facts, I ask them to stand up and say so. 

Senator Dirksen. He is under oath. 

Senator Lancer: We will go back to the Wenzell report. 

You remember what that document was? 

Mr. Srravss. I have heard about it—no, sir, not in recent weeks, 
but I have never heard of it before and have never seen it. 

Senator Lancer. Would you be surprised to be informed that 
though we requested it, on this committee, that: it was submitted to 
Herbert Hoover, Sr., before this committee saw it ? 

Mr. Srravss. I have no knowledge of it whatever, Senator. I don’t 
know anything about the report at all. 

Senator Lancer. Would you be surprised to learn that it was sub- 
mitted to the First Boston Corp. before this committee ever saw it? 

Mr. Strauss. I wouldn't be surprised because I don’t know anything 
about it, or its nature, or whether the First Boston Corp. had an in- 
terest in it or what. 

I am afraid that to say that I would be surprised would convey an 
absolutely false impression. I know nothing about the report. 

Senator Krerauver. Mr. Dodge so testified that the report was sub- 
mitted to Herbert Hoover by him. 

Mr. Strauss. Then it must be so. 

Senator Krerauver. And Mr. Wenzell testified he let Mr. Woods of 
the First Boston have it. 

Mr. Srrauss. It has nothing to do with this, with our contract at all, 
sir. 
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Senator Lancer. As I understand it, a moment ago you testified, or 
Mr. Mitchell did, that the first they knew about this conflict of interest 
was in June, is that right? 

Mr. Mrrcwetu. Yes, sir. 

Senator Lancer. You take the Congressional Record over there? 

Mr. Mircue.y. Yes, sir. 

Senator Langer. Do you read it every day, or somebody reads it for 
you? 
~ Mr. Mitcnenn. I don’t read it myself, Senator, no. 

Senator Lancer. Who do you have peruse it for you and report to 
you? 

Mr. Mircne.yt. Well, we have various offices on the staff that follow 
the Congressional Record. 

Senator Lancer. You say you did not know anything about ae. 
Wenzell being in this deal apparently until June 29—did you say? 

Senator KEFAUVER. July 29. 

Mr. Mircueti. No, sir. I think what I said during the course of 
the hearing before the Securities and Exchange Commission, in June 
of this year, there was some testimony as to Wenzell’s activities, but 
the complete story did not become clear until some time after that. 

Senator Lancer. You say you do follow the proceedings of the 
House and of the Senate? 

Mr. Mircueii. The Commission does; yes, sir. 

Senator Lancer. The Commission does. 

Might I ask you, Admiral, when did you first learn about this con- 
flict of interest—alleged conflict of interest ? 

Mr. Strauss. I first learned about the alleged conflict of interest 
at some indeterminate date in June or July. I first learned that it 
was a matter of any serious concern on my return, just prior to my 
return from Geneva, on about the 22d of August. 

Senator Lancer. I think it is important that we read the proceed- 
ings of Senator Hill’s speech given on the floor of the Senate in Febru- 
ary of that same year. 

Can we have that part of it read? 

Senator Kerauver. This is on February 18, on the floor of the 
United States Senate. This has been put in the record. Shall we 
read it ? 

Senator Lancer. I would like to have you read it. 

Senator Krrauver. Where is our reader? You read it. 

Mr. Watxiace. On page 1449 of the Congressional Record, for Feb- 
ruary 18, 1955, Senator Hill spoke: 


New EVIDENCE IN DrxoN-YaAtTeEs DEAL 


Mr. Hitz. Mr. President, during the past week we have witnessed a building 
up of the Dixon-Yates campaign to label all opposition to this improvident 
arrangement as partisan politics in its worst form. The barrage continues almost 
daily. 

The other day, Mr. Dixon hailed the decision of the Securities and Exchange 
Commission with a boast that even the closest scrutiny has not turned up any- 
thing. Apparently the gentleman meant that no one has uncovered any wrong- 
doing or questionable conduct on the part of those who are responsible for the 
Dixon-Yates deal. 

Mr. President, I am taking the time of the Senate this afternoon because I 
am convinced that there do exist certain essential facts concerning this deal 
which have not been made public. There is definite indication that these facts 
have been deliberately concealed from the Congress and the American people. 











1182 POWER POLICY 


These facts strongly suggest important and substantial questions which must be 
investigated to the fullest. The facts and circumstances I am about to describe 
make it essential and necessary that the Bureau of the Budget and the Atomic 
Energy Commission be called upon to make a full and complete disclosure of the 
part played by certain individuals and the corporations they represented in the 
development of the Dixon-Yates arrangement. 

Mr. President, a vice president and director of the First Boston Corp.—one 
of the country’s largest and most influential banking institutions in the utility 
field—was acting as a consultant to Mr. Dodge, the Director of the Bureau of 
the Budget, during the very period when the Dixon-Yates deal was being put 
together. There exists persuasive evidence that this man participated in con- 
ferences and meetings on the Dixon-Yates matter, which were held in the Budget 
Bureau at the very time when the First Boston company was making arrange- 
ments for finanucing the Dixon-Yates plant. The same company, the First Boston 
Corp., also helped arrange the financing for the OVEC combine, which was put 
together to supply power for AEC’s production plant near Portsmouth, Ohio. 

In the Dixon-Yates case which was tried before the Securities and Exchange 
Commission, two rather important items emerged in the course of the hearings. 

Mr. Dixon, president of Middle South Utilities, testified that he had had con- 
versations with representatives of the First Boston Corp. concerning the debt 
financing of the Dixon-Yates proposal, sometime prior to February 25, 1954, the 
date when Middle South and the Southern Co. made their first proposal to 
the Atomic Energy Commission. There was also produced in that proceeding— 
that is to say, the proceeding before the Securities and Exchange Commission— 
a confidential memorandum dated March 2, 1954, which Mr. Yates, the chairman 
of the board of the Southern Co., had circulated to all the directors of the 
Southern Co., as well as to certain other persons. This confidential memo- 
randum related to the Dixon-Yates proposal to AEC of February 25, 1954; 
and in the memorandum, Mr. Yates stated : 

“The First Boston Corp. had advised Mid-South and Southern they can sell 
$114 million of 314-percent bonds to insurance companies under present market 
conditions.” 

Other testimony which also was brought out in the proceeding before the Se- 
curities and Exchange Commission shows that the participation of the First 
Boston Corp. in the Dixon-Yates matter not only began at an early date, but also 
continued as the proposal developed. From the evidence to which I have just 
referred, it is clear that the First Boston Corp. has had a hand in the arrange- 
ments for providing Dixon-Yates with somewhere between $99 million and $120 
million. 

There was also produced in that proceeding—I refer to the same proceeding 
before the Securities and Exchange Commission—a memorandum dated March 
3, 1954, prepared by T. G. Seal, who, I am advised, is a vice president of Ebasco 
Services. Ebasco, it will be recalled, is the large utility service company which 
works hand-in-glove with Mr. Dixon and his Middle South Co., and was respon- 
sible for the “Ebasco fiasco” at Paducah, which cost the Government so many 
millions of dollars. The memorandum was obtained from the Dixon-Yates peo- 
ple, and was also introduced in evidence in the SEC hearing. At this point I 
should say it is clear that Mr. Seal and others affiliated with Ebasco Services 
have played an important part in the development of the Dixon-Yates arrange- 
ment. 

Mr. Keravver. Mr. President, will the Senator from Alabama yield for a 
question ? 

Mr. Hit. I should like to proceed with my statement, that I might get it into 
the Record in orderly fashion. However, if the subject the Senator from Tennes- 
see has in mind is germane to the matter now under discussion, I shall yield. 


Mr. KeEeravuvVeRr. I think it is germane, if the Senator from Alabama will yield 
to me. 


Mr. Hirt. Yes, I yield. 

Mr. KEFAvUverR. The Senator from Alabama has been discussing the connection 
between Dixon-Yates and Ebasco Services. I am sure the Senator from Alabama 
is familiar with the conclusion or the statement appearing in the report of the 
Langer Subcommittee on Monopoly and Antitrust Matters—a subcommittee of the 
Judiciary Committee—which indicates that Ebasco is the wholly owned serv- 
ice company of Electric Bond & Share; that Electric Bond & Share, instead of 
receiving a percentage from the operating companies, now receives a percentage 
of the revenues of the operating companies, through the services performed by 
Ebasco; that, as a matter of fact, Ebasco—Electric Bond & Share—is still left 
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intact: and that that should have been one of the considerations taken into ac- 
count by the Securities and Exchange Commission in passing upon the legality of 
this whole deal. 

Mr. HiLu. Yes; and, of course, Ebasco is the company which the Mid-South Co, 
and other companies used in what is called the Ebasco fiasco, which was the 
building of the plant near Portsmouth, Ohio, for the Atomic Energy Com- 
mission. 

Mr. Kerauver. Is it not also true that originaliy the Dixon-Yates group had 
intended to use Ebasco as the contractor for the building of the plant at West 
Memphis, Ark.; but upon the public criticism of the bad showing that Ebasco 
had made at the Paducah plant, the Dixon-Yates group finally decided not to use 
that company as the contractor, but to use it only as the engineer or supervisor, 
or something of that kind? 

Mr. Hitt. I think the record to which the Senator from Tennessee has re- 
ferred confirms exactly what he has just said. 

Mr. KEFAUVER. So Electric Bond & Share, through Ebasco, the holding com- 
pany which was ordered to be broken up, is being reinstated and is having a 
larger control or hold over the manufacture and distribution of electric power 
in this region, through Ebasco, which is connected with the Dixon-Yates? 

Mr. Hitt. Yes. There, again, I think the record of the subcommittee of 
which the Senator from Tennessee is a member confirms the facts he has just 
stated. 

Mr. Kerauver. I thank the Senator from Alabama. 

Mr. Hint. Mr. President, in order that Senators may have this picture clearly 
in mind, I shall repeat a few of the last things I have stated in the course of 
my remarks. 

There was also produced in the proceedings before the Securities and Exchange 
Commission a memorandum dated March 3, 1954, prepared by T. G. Seal, who, 
Iam advised, is a vice president of Ehaseo Services. Ebaseco, it will be recalled, 
is the large utility service company which works hand-in-glove with Mr. Dixon 
and his Middle South Co., and was responsible for the Ebasco fiasco at Paducah, 
which cost the Government so many millions of dollars. The memorandum 
was obtained from the Dixon-Yates people, and was also introduced in evidence 
in the SEC hearing. At this point I should say it is clear that Mr. Seal and 
others affiliated with Ebasco Services have played an important part in the 
development of the Dixon-Yates arrangement. 

Mr. BusH. Mr. President, will the Senator yield? 

Mr. Hit. I am glad to yield to the Senator from Connecticut. 

Mr. Busn. I am interested in what the Senator from Alabama has said about 
the Ebasco fiasco. That designation has escaped my notice. I have not heard 
any such expression as that before. I had not heard that there was any fiasco in 
connection with the activity. I presume the expression referred to the Ohio 
Valley Electric Co. 

Mr. Hiti. It refers to the Joppa plant built by EEI. It was called a fiasco 
because of the many millions of dollars which it cost the taxpayers of the 
United States above and beyond what the estimates of the cost had been. 

Mr. BusH. Whose estimates? 

Mr. Hiii. The estimates made by the AEC and the companies which were 
engaged in supplying the power for the AEC. 

Mr. Busu. During what period of time was that plant built? 

Mr. Hiiu. The plant was built 2 or 3 years ago. I do not recall the exact date, 
but it was 2 or 3 years ago. 

Mr. Busu. If that be true, then the plant was built during an inflationary 
period, when costs were rapidly rising; is that not correct? 

Mr. Hiri. No; that is not correct. The plant was built afterward. 

Mr. Busu. Was the plant built during the Korean war? 

Mr. Hirtit. There was no excuse or justification for the excess cost. The cost 
of the plant far exceeded the estimates which were made at the time the contract 
was let. 

Mr. KeraAvuver. Mr. President, will the Senator yield? 

The PRESIDING OFFIcerR (Mr. McNamara in the chair). 
from Alabama yield to the Senator from Tennessee? 

Mr. HiLy. I am glad to vield. 

Mr. KerAvuver. Was not the matter handled so badly and expensively that the 
Government finally took the contract away from the company and discharged it? 


Does the Senator 
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Mr. Hix. That is my understanding. The whole story has been put into the 
record of both the appropriate subcommittee of the Committee on the Judiciary, 
and the Subcommittee on Independent Offices of the Committee on Appropriations. 
I am sure that the story has been put in the record of the Joint Committee on 
Atomic Energy. 

In this connection, I might say that while the costs for the Joppa plant, which 
was being built by EEI, went far beyond the estimates, the Shawnee plant 
which the TVA built for the Atomic Energy Commission at Paducah, Ky., was 
built well within the estimated costs. 

I wish also to say to the distinguished Senator from Connecticut, because he 
raised a question about inflation, that the plant built by EEI and the plant built 
by TVA at Paducah were constructed at the same time. The EEI plant cost 
far beyond the estimates. The TVA plant was constructed well within the esti- 
mates of costs. 

Not only that, Mr. President, but the delivery and the time of delivery of power 
for our great nuclear program for the development of atomic energy, were very 
important. The power from the TVA-built plant was delivered ahead of time. 
The EEI was far behind the schedule which had been fixed. 

Mr. President, the particular memorandum to which I wish to refer—and I 
am speaking of a memorandum from T. G. Seal which went into the record of 
the proceedings before the Securities and Exchange Commission—is an account 
of a meeting which was held at the Bureau of the Budget on March 2, 1954, at- 
tended by various representatives of the Bureau of the Budget, Mr. Seal, and a 
Mr. Wenzell. The memorandum is interesting on a number of counts, but for 
present purposes I shall refer to one item in particular. 

First, it is now clear that Mr. Wenzell referred to in the Seal memorandum is 
Adolphe H. Wenzell, a vice president and director of the First Boston Corp., the 
banking house which Mr. Dixon and Mr. Yates testified had undertaken to 
arrange the debt-financing for Dixon-Yates. In the memorandum Mr. Seal did 
not identify Mr. Wenzell as an officer of the First Boston Corp. Instead, he 
listed his name along with the names of other representatives of the Bureau 
of the Budget, leaving the impression that Mr. Wenzell was a part of the 
regular Bureau of the Budget team. In the next to the last paragraph of the 
memorandum Mr. Seal stated: 

“Following my visit with Mr. Cook—” 

Hie was evidently referred to the Mr. Cook who was deputy manager of the 
Atomic Eenergy Commission— 

“Mr. Wenzell rejoined me in my office.” 

That evidently means the office of Ebasco. I understand it has an office in the 
Cafritz Building in Washington. They did not meet in the office of the Burean of 
the Budget. Mr. Wenzell went to the office of Ebasco to meet Ebasco’s vice presi- 
dent and representative in this matter, Mr. Seal. It was evidently a private 
conversation between the two. 

I shall read from he beginning of the last paragraph of the memorandum: 

“Following my visit with Mr. Cook, Mr. Wenzell rejoined me in our office about 
5 p. m., When he had finished his day with the Budget Bureau people and told 
me that the memorandum had been finished and that Mr. Clapp of the TVA and 
General Nichols of the AEC and the Budget Bureau people were to get together 
today, March 3, in Mr. Hughes’ office at 9 a. m., for further intra-Government 
discussions. We hope to hear how these discussions eventuate later today.” 

Last Friday morning I telephoned Mr. Hughes, the Director of the Bureau of 
the Budget, to obtain from him the facts concerning Mr. Wenzell’s employment by 
the Bureau of the Budget. I was unable to reach Mr. Hughes—I was told he 
was at the time at the White House—so I discussed the matter with Mr. McCand- 
less, Assistant Director of the Bureau of the Budget. He told me that Mr. 
Adolphe Il. Wenzell had served as a consultant to the Bureau, but said he would 
have to talk to Mr. Hughes before he could supply me with any information with 
respect to the period of Mr. Wenzell’s employment, the nature of his duties, and 
the work he performed for the Bureau. I asked Mr. McCandless to have Mr. 
Hughes supply me with the information as quickly as possible and in writing. 

Saturday I received a letter from Mr. Hughes in which he confirmed Mr. 
Wenzell’s employment as a consultant to the Bureau of the Budget beginning 
May 20, 1953, and ending March 2, 1954. Mr. Hughes stated that Mr. Wenzell had 
served intermittently during that period for a total of 34 days, and that he had 
been retained by Mr. Dodge to serve without compensation as a consultant on 
various phases of the TVA power program. The letter discussed in some detail 
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the nature of Mr. Wenzell’s work on the TVA power program but Mr. Hughes 
did not see fit to mention Mr. Wenzell’s participation in the Dixon-Yates matter. 

Nowhere in the chronology released by the Budget Bureau on August 21, 1954, 
and which was supposed to contain all the facts about the Dixon-Yates deal, did 
Director Hughes make any reference whatever to the First Boston Corp. or to 
Mr. Wenzell. I am sure that every member of this body will recall the funfare 
with which these releases were made and the statements by representatives of 
the Bureau of the Budget and the Atomic Energy Commission which accompanied 
the releases. The American people were told that the chronologies provided a 
full and complete account of the Dixon-Yates deal. When Mr. Huches testified 
before the Joint Committee on Atomic Energy, on December 4, 1954, he said : 

“All basic information that I have on the subject is already public knowl- 
edge * * the complete facts on the background of this problem have been pub- 
licly available for more than 2 months. Nevertheless, misstatements and mis 
representations have continued almost daily. The facts have been told, but 
evidently seldom heard. Therefore, I welcome this opportunity to review those 
facts before your committee.” 

Even in the letter which I received from the Budget Director Hughes on Satu 
day, which letter I shall place in the record, Mr. Hughes did not make any ref 
erence to Mr. Wenzell’s part in the Dixon-Yates proposal. Mr. President, I now 
ask unanimous consent to have the letter printed in the record at the conelusion 
of my remarks. 

The PResipinG Orricer. Without objection, it is so ordered. 

(See exhibit A.) 

Mr. Hitt. Mr. Seal’s memorandum frankly states that the purpose of the 
March 2 meeting, which was attended by Mr. Wenzell, was to brief the Bureau 
of the Budget officials in anticipation of their meeting with TVA officials the 
following day. Mr. Seal’s memorandum makes this pertinent statement with 
respect to the Dixon-Yates proposal and the comments of the Bureau of the 
Budget officials: 

“Their comments (of the Budget Bureau officials) were not critical so much 
as they represented an effort to get thoroughly posted on the reasons for the 
figures, anticipating an argument from TVA, etc.” 

Mr. President, it is startling indeed to find that an officer of the First Boston 
Corp., Who presumably that very day was serving as an adviser and consultant 
to the Bureau of the Budget, later the same day met with Mr. Seal to discuss 
the status of the Dixon-Yates negotiations. But even more startling is the 
fact that the First Boston Corp. was arranging the financing on a deal in which 
one of its officers was advising the Government, and apparently the same 
officer had access to important confidential information concerning governmental 
policies and actions concerning the same transaction—the Dixon-Yates deal. 

Last summer the President directed the Bureau of the Budget and the AEC to 
make a full disclosure concerning the origins and development of the Dixon- 
Yates contract. It is clear that important facts and circumstances surrounding 
the transaction were concealed. It is now essential and imperative that the 
Joint Committee on Atomic Energy obtain access to all available records and 
data, in order that the full story surrounding the role played by these individuals 
and the corporations they represented may be thoroughly investigated and all 
the facts revealed to the American people. I urge the Joint Committee to act, 
and to act as quickly as it can. 


EXHIBIT A 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., February 11, 1955. 
Hon. Lister HILt, 
United States Senate, Washington, D. C. 

My Dear SENATOR HILL: This is in reply to your inquiry of earlier today as to 
whether Mr. Adolphe H. Wenzell had ever been employed by the Bureau of the 
Sudget and, if so, the nature of his employment. 

Bureau of the Budget records show that on May 20, 1953, Mr. Wenzell was 
invited to serve as a consultant without compensation to Mr. Joseph M. Dodge, 
then Director of the Bureau of the Budget. Mr. Wenzell’s consultative services 
were used intermittently for a total of 34 days between May 20, 1953, and 
March 2, 1954, when he completed his work. 
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Mr. Dodge advises me that Mr. Wenzell was engaged as a technical expert 
to advise the Director of the Budget regarding the accounting system of the 
Tennessee Valley Authority, particuarly as to comparison of its annual reports 
of earnings with those of private industry, which has differing requirements as 
to taxes, interest, etc. Mr. Wenzell was requested to analyze and explain the 
differences in the two types of accounting systems and their significance in 
measuring real results. Mr. Wenzell was also asked to review the allocation 
system for distribution of co8ts between power, navigation, flood control, and 
other purposes, concerning which the Bureau of the Budget makes recom- 
mendations to the President. 

I trust that this provides the information you desire. 


ROWLAND HuGHeEs, Director. 


Mr. Gore. Mr. President, will the Senator from Alabama yield to me? 

Mr. HILu. I yield to my distinguished friend, the Senator from Tennessee, 
who has been so deeply interested in all matters concerning the Dixon-Yates 
contract, and who also is a distinguished member of the Joint Committee on 
Atomic Energy. Iam delighted to yield to him. 

Mr. Gore. I appreciate the generosity of the senior Senator from Alabama. 

First, I wish to congratulate him upon his able presentation of a strange set 
of circumstances, only now brought to light. 

Mr. Hii. I am sure the distinguished Senator from Tennessee will confirm 
all I have said, to wit, that it was proclaimed to the people throughout the 
land that all the facts about the Dixon-Yates deal had been presented. 

Mr. Gore. I was present when Mr. Hughes made the statement the Senator 
from Alabama has quoted. 

I find it strange and shocking that the vice president of one large corporation, 
namely, Ebasco, and the vice president of another large corporation, namely, the 
First Boston Corp., are in the role of briefing the Bureau of the Budget as to 
what the Bureau of the Budget presumably should say to the TVA, when next 
the TVA presented itself. 

Mr. Hii. That is certainly the very definite conclusion to be drawn from 
Mr. Seal’s memorandum. 

Mr. Gore. What would the Senator from Alabama understand the term 
“briefing” to mean? 

Mr. Hii. I should say they were to present to the officials of the Bureau of 
the Budget the arguments and everything else which they thought would be 
helpful to those officials in trying to put over the Dixon-Yates deal and in 
trying to get the TVA to go along with the deal. 

Mr. Gore. In other words, those two vice presidents of large corporations— 
one of them wearing both the hat of a consultant of the Bureau of the Budget 
and also his hat as vice president of his own company—were in the role of 
telling the Bureau of the Budget what it must do and what it must say. This 
goes a long way toward proving what the able senior Senator from Alabama 
said earlier, namely, that the large financial houses of the country dictated the 
Dixon-Yates deal. 

Mr. Hitt. The evidence is certainly here, I say to my distinguished friend, 
the able Senator from Tennessee; and I wish to thank him for the contribution 
he has made in connection with the presentation of this matter today. 


Senator Lancer. No more questions. That speaks for itself. 

Senator Dirksen. I want to make one statement. 

Allegations are made on the Senate floor. That does not mean 
that it is a fact. The constant use of the word “evidently” and “it 
is to be presumed” and “it is suggested” and so forth—the question is 
when in fact did it seem to become known that there was a conflict 
of interest that was sufficient to indicate to the AEC that they ought 
to take action ? 

Mr. Srrauss. The Joint Committee did hear it, held a hearing. 

Senator Krerauver. Let us stay with Senator Hill’s speech for a 
while. 

Senator Dirksen. I thought you had finished. 

Senator Krrauver. I have some questions about it. 

Senator Lancer. Go ahead, Senator. 
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Senator Kerauver. Admiral Strauss, here is the front page of the 
New York Times of February 19, 1955, and the same article was in 
the Washington Post and other papers, setting forth in detail what 


Senator Hill had said. That was all well known around W ashington. 
You knew about it, did you not ? 

Mr. Srrauss. I certainly can’t plead ignorance of anything that 
appeared in the press; no, sir. I must have read it. 

Senator Kerauver. This affected you, and so do you not recall that 
you knew about Senator Hill’s speech back in F ebruary 1955 ? 

Mr. Strauss. I can’t recall that I knew about Senator Hill’s speech, 
Senator, but I did know about these allegations respecting Mr. 
Wenzell and there was a hearing before the joint committee on July 13 
of this year in which this matter was gone into in some detail, at 
which time I made a statement that with your permission I would 
like to just pass to the reporter for inclusion. 

Senator Krrauver. We will have it included in the record. Any 
part that you want to particularly point out you can do so. 

(The statement referred to follows :) 


DraFt STATEMENT BY LEWIS L. STRAUSS, CHAIRMAN, UNITED STATES ATOMIC 
ENERGY COMMISSION, TO THE JOINT COMMITTEE ON ATOMIC ENERGY, JULY 13, 
1955 


In view of the subject of this hearing and because of statements which have 
appeared in the press, in the Congressional Record, and in proceedings before 
the subcommittee of the Committee on the Judiciary of the Senate, reflecting 
upon my testimony on previous occasions before this committee, I request the 
privilege of making a brief statement for the record. It is with particular 
respect to my knowledge of the status of Mr. Wenzell of the First Boston Corp. 

I have no recollection of ever having met Mr. Wenzell prior to January 18, 
1954. On that date Mr. Wenzell called at my office. He has stated that the 
appointment with me was made by Mr. Hughes, which statement I have no 
reason to question since ordinarily I keep no record of how appointments are 
made. Mr. Wenzell registered into the Commission on that occasion, and on a 
number of subsequent occasions, as from the First Boston Corp. and it ean only 
have been in that capacity that I saw him. <A question was under discussion at 
that time and subsequently as to the interest rate which securities would have to 
carry if public rather than governmental financing provided the costs of con- 
struction of facilities to furnish electrical energy needed in the Memphis area. 
The cost and amount of financing were important. I regarded Mr. Wenzell’s 
firm as extremely well qualified to advise on the availability and cost of capital 
to he provided from sources other than governmental. 

I saw Mr. Wenzell for the first time at 2:45 p. m. on January 18, 1954, in 
room 213 which is the large conference room of the Commission. I returned to 
ny office at 3 p. m. to keep an appointment with the Ambassador from South 
Africa. 

My appointment record indicates that on January 20 at 3 p. m., there was a 
meeting in the Commission which Mr. Wenzell attended and where I saw him 
for the second and last time. 

IT have no recollection of Mr. Wenzell’s status that is in conflict with my then 
belief that he represented his firm, the First Boston Corp., advising all present 
at the conference on the availability and cost of financing. 

The chronology of principal events indicates that there was a further meeting 
later the same afternoon at the Bureau of the Budget. At this meeting repre- 
sentatives of the Bureau of the Budget were in attendance, and I so testified 
as evidenced on page 5 of the printed record of the hearings on November 4, 
1954, when I said: “On that same date, January 20, there was a second meeting 
of the same individuals together with representatives of the Bureau of the 
Budget.” It should be evident that as that time I did not consider Mr. Wenzell 
a representative of the Bureau of the Budget. There were representatives of 
the Commission at that second meeting. I did not attend. 

I have no record nor any recollection of ever having seen or talked with Mr. 
Wenzell subsequently. The representatives of the Bureau of the Budget with 
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whom I has discussed the Memphis power issue, besides former Director Dodge, 
include Mr. Hughes, Mr. McCandless and, perhaps on 1 or 2 occasions, Mr. 
Brundage. Other members of the staff of the Bureau have been present at 
meetings whose names are not known to me. 

On page 249 of the hearings before this committee to which I have above 
referred, the following question and answer appear : 

“Representative HoLirieLp. * * * Do you know if Mr. Dodge was advised by 
a consultant who is now employed by any of the Dixon-Yates utility companies? 

“Mr. Srrauss. I have no knowledge of any consultant that Mr. Dodge may 
have had, or whether he had any.” 

That statement was made in good faith. My staff, which zealously called my 
attention during the hearings to any inadvertencies in the testimony, did not 
take any issue with that statement then or later. 

It has been variously reported that I have denied knowing or remembering Mr. 
Wenzell. To the best of my knowledge, such questions have never been asked 
of me. Such questions do not appear in any record of proceedings which I have 
been able to examine. 

Senator Kerauver. You said in your statement that you thought he 
he was representing all of the time the First Boston Corp.; is that 
correct ? 

Mr. Srrauss. Yes, I had every reason to think so. He registered 
as representing the First Boston Corp. on several occasions when he 
was at the AEC. I have brought with me photographs of the visitors 

registration cards bearing his signature, filled out, 1 presume, by him 
in each case, I have no knowledge as to who filled them out, in which 
under the designation “org: inization’ *_there e are three lines, name, ad- 
dress, organization. U nder * ‘organization” there appears in each 
instance “First Boston C orp.” 

Senator Keravuver. Those have been put in the record. 

Senator O’Manonry. What is the date of those? 

Mr. Srrauss. The first one I have is January 18, 1954: the second 
one the 19th, 1954; the third one the 20th; the fourth one February 8; 
the fifth one February 23; and the last one March 3. 

Senator O’Manoney. Did you talk with him on any of those 
occasions ? 

Mr. Srravuss. On the first two. 

Senator O’Manonrey. On the first two then you knew him to be a 
representative of the First Boston Corp. ? 

Mr. Strauss. That was my understanding, Senator. 

Senator O’Manonry. Pardon me. 

ao you were aware of the Hill speech ? 

_ Mr. Srravss. Senator, I believe that I have never heard or read 
Senator Hill's speech until I had the pleasure of listening to it just 
now. 

Senator O’Manonry. Well, this was a speech delivered on the floor 
of the Senate and considered of such importance that nationally known 
papers printed it on their front pages. 

Do you wish to give the committee to understand that this speech 
in which a member of this body charged that Mr. Wenzell, known to 
you to be a member of the First Boston Corp., was actually at that 
time serving in the dual capacity representing the Government of the 
United States, working on this proposal, was not considered of im- 
portance by you and your staff ? 

Mr. Srravss. A great deal of controversy has been engendered by 
this contract and a great many statements have been made with- 
out—— 
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Senator O’Manoney. But this was—— 

Mr. Srravuss. Supporting evidence. 

Senator O’Manonry. This was a speech referring to evidence, to 
testimony of people who were not of the same point of view as Senator 
Hill. 

Mr. Srrauss. If your point is whether or not I did anything about 
that speech, the answer is “No, sir.” 

Senator O’Manonry. Did any member of your staff do anything? 
Were you impressed by this, Mr. Mitchell ? 

Mr. Mircueny. Again, I don’t believe I knew anything other than 
[ read it in the papers. 

Senator O’Manonry. Did you read it in the papers / 

Mr. Mrrcurui. I presume! did. I can’t remember. 

Senator O’Manoney. Do you wish the committee to understand that 
yu were unaware of it? 

Mr. Mrrcuey. No, sir; | am sure that I must have been. 

Senator O’Manonry. You must have been aawre of the fact that in 
February, 1954 or 1955, whenever Senator Hill made the statement, 
the definite charge was made of a duality of interest, a conflict of in- 
terest, on which now the Atomic energy Commission in November 
1955, stimulated by a report from the General Comptroller, has finally 
found there m: Ly have been something wrong about it. 

Do you wish the committee to understand that during all of these 
months of publicity you were sitting there as General Counsel and 
were not advising Admiral Strauss “and the other members of the 
AEC that here was a very serious question ¢ 

Do you want us to understand that ? 

Mr. Mircue in. I think I can only answer that by saying that it 
took me approximately 3 months to study , after re: ading a voluminous 
record, several records of that, and a careful study of the law before 
I came to this conclusion. 

Senator O’Manonry. How do you — ain the fact that Mr. Camp- 
bell who did not have anything like the opportunity that you had 
came to the conclusion in a much shorter time / 

Mr. Mrrcenecy. Senator, I do not think he did. I believe that was 
Mr. Weitzell, in his letter of July 29, of this year, he simply said that 
this question had been raised and that in our negotiations with the 
company looking to a winding up of the contract, we ought to think 
about what position we needed to take in case further evidence devel- 
oped, if made to appear that there was a conflict. 

This was what he said in July of this year. 

Senator O’Manonry. How did you finally come to the conclusion 
that the contract should be abandoned ? 

Mr. Mrrenein. I came to this conclusion, Senator, by studying the 
records of the proceedings before this committee, which lasted, of 
course, up to through part of August of this year, the hearings before 
the Securities and Exchange Commission, which commenced in June 
of this year, and also certain documents that we had in our own 
files. 

Senator O’Manonry. You found it very difficult to come to a 
conclusion 4 

Mr. Mrrcenetz. I found it a very complicated situation, Senator, 
which required a great deal of study. 
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Senator O’Manoney. When Mr. Hagerty gave out the press release 
from the White House about the cancellation of the contract, were you 
surprised ¢ 

Mr. Mrrcnetu. Senator, I don’t think I was either surprised or 
the reverse. This was not part of my function. 

Senator O’Manonery. You had been working on this thing for 
months, you just told us. 

Mr. Mircne... Senator, I think now you are talking about the press 
release of June, are you not? 

Senator O’Manoney. I am talking about the direction from the 
White House to cancel the contract. Were you surprised / 

Mr. Mircnetn. As I say, I was neither surprised nor the reverse. 

Senator O’Manonry. You had been working on it. 

Mr. Mircuety. No, sir; I beg to differ with you, sir. I started 
w orking on it in August, the latter part of July. 

Senator O’Manonry. Do you want us to understand that the Presi- 
dent of the United States canceled this contract without consultation 
with the chief legal officer of the AEC ? 

Mr. Mrrcnerz. Senator, I can’t testify as to any conversations I 
may or may not have had. 

Senator O’Manonry. I am not asking you about any conversation. 

Mr. Strauss. Senator, may I 

Senator O’Manoney. Of course. 

Mr. Srrauss. The President instructed the Commission to bring 
the relationship between the Commission and the Mississippi Gene- 
rating Co. to an end because the mayor of Memphis had called on the 
President and assured the President that the city of Memphis intended 
to build a power facility for the city and environs at its own cost. 
There was no legal question involved. 

Senator O’Manonery. In the release which Mr. Hagerty came out 
with, and which came to this table while this committee was holding 
hearings, he said that the President had always been in favor of 
municipal and local devlopment. 

Were you always in favor of municipal development ? 

Mr. Srrauss. Better than that, I tried to get the Commission, tried 
to get the TVA to contract with these two companies before we 
were brought into the picture. 

Senator O’Manonery. Well, of course, these two companies were not 
local ce 

Mr. Srravss. Well 

Senator O’Manonry. These were subsidiaries. These were hold- 
ing companies themselves. 

Mr. Srravuss. These were local companies, Senator. 

Senator O’Manonry. Which? 

Mr. Srrauss. The two companies which are the components of the 
Mississippi Valley Generating Co. had generating properties right 
on the border of the TVA area. 

Senator O’Manoney. Is not the Mississippi Generating Co. a sub- 
sidiary of Middle South and Southern ? 

Mr. Srrauss. Middle South and Southern own its stock. It was 
formed for this purpose, this specific purpose, because by electri- 
cal 











Senator O’Manonery. Admiral, that is just diversionary talk. Per- 
mit me to talk to you. 
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Mr. Strauss. Permit me—— 

Senator O’Manoney. Is it not a subsidiary of these two holding 
companies ? 

Mr. Srravss. That is not material. These two companies 

Senator O’Manoney. Please let me judge whether it is material. 

Mr. Srrauss. May I finish this? 

Senator O’Manoney. Yes. 

Mr. Srravuss. I said that these two companies had made proposals 
to the TVA, to sell power to TVA, and if you will refer to the 
chronology, we urged that that be done. 

Senator O’Manoney. They are parent companies, to use your 
words, and, therefore, the Mississippi Generating Co. was a sub- 
— 

Mr. Srravss. It was a holding company formed for the purpose. 

Senator O’Manoney. No, no, no. It was an operating company, 
it was an operating company, Mississippi Generating is an operating 
company. 

Mr. Srravss. It is an operating company, I accept that. 

Senator O’Manonry. Not a holding company. It is a subsidiary 
of these two holding companies ? 

Mr. Strauss. That is right. 

Senator O’Manonry. Which have other subsidiaries? 

Mr. Strauss. That is right. 

Senator O’Manoney. That is utterly different from the municipal 
plant which the late mayor of Memphis suggested that the city fol- 
low and in explaining the change at the W hite House, the President 

yas quoted as saying, by Mr. Hagerty, that when the city of Memphis 
indicated that it’ wanted to build, why, of course, since he was in favor 
of municipal ownership and local development he was for it. 

Now, I submit to you, sir, as a man of keen import, that there is 
no relationship at all between a subsidiary of two holding companies 
and a municipal plant. 

Mr. Srrauss. It was one great point of common, a common denomi- 
nator, that is to say, that the cost of this, the payment, also was not 
borne by the Federal Government. 

Senator O’Manonry. Well, I recall, Admiral Strauss, that during 
the time that the House Committee on ee, iations was consider- 
ing the apropriation for the TVA, the head of the SEC had a con- 
ference at the White House, and the evidence before this committee 
indicated that the hearing which the SEC was holding on the capital 
structure of this subsidiary company should be postponed, the con- 
clusion being clearly conveyed that the White House did not want 
the Appropriations Committee to know what would be revealed at 
the SEC when they were appropriating money to allow the TVA to 
build transmission lines for this purpose. 

Mr. Srravss. That is a subject about which I have no information, 
so I can’t offer any intelligent comment. 

Senator O’Manonry. Let me put it in the form of a question and 
not attribute this to you. Do you wish the committee to understand 
that the speech of Senator Hill, of Alabama, charging dual activity 
upon the part of the vice president of the First Boston Corp., who 
was at the same time an adviser of the Bureau of the Budget, was of 
such little interest to you and to your Commission that you paid no 
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attention to it and waited months until after this committee had held 
its hearings and after the General Accounting Office had made its 
recommendations ? 

Mr. Srravss. I can answer that very quickly by saying it is not of 
little interest tome. It was unknown to me. 

Senator O’Manonry. Now, there you are putting it clear on the 
record. It was of little interest to you. 

Mr. Srravss. No; don’t put those words in my mouth. 

Senator O’Manonry. I do not want to. You said it was not only 
of little interest-——— 

Mr. Strauss. I said 

Senator O’Manoney. But it was not known to you. 

Mr. Srrauss. I am sorry. I said it was not of little interest to me 
because it was unknown to me. It was of neither great or little 
interest. 

Senator O’Manoney. Just a little while ago, Admiral, I called your 
attention to the fact that you es aware of it. You must have been 
aware of the publication in the New York Times. “I must have 
known what was in the press,” you said. 

Mr. Srravss. I must have undoubtedly. I said I had no recol- 
lection. 

Senator O’Manonry. Do you wish the committee then to under- 
stand that you did not realize as early as February and March that 
Senator Hill was charging the very conflict of imterest on which 
finally this matter has gone to the Department of Justice. 

Mr. Srravss. I recognize that there was charges and counter 
charges and they were filling the air and I do not oppose Senator 
Hill’s charge. 

Senator Kerauver. You told us a few minutes ago of the high 
regard you have for any information or any attitude of a Senator, 
because when some outside informant suggested to you that a Senator 
might be interested in the matter, you got the security file out and 
examined it and called up the Senator, ‘and here a Senator made a 
speech on the floor of the Senate which affected directly the Atomic 
Knergy Commission, its sanctity in working out a contract, which was 
carried on the front page of the New York Times, the W: ashington 
Post and all of the papers, and in view of the fact that you act upon 
rumors, do you not think you must have done something about this? 

Mr. Srravuss. A rumor to which you refer was brought to my spe- 
cific attention. It was made my specific responsibility. 

If I were to undertake to analyze all of the speeches made on the floor 
of the Senate and the House, for ace uracy, I would never be able to 
complete my job or even to read them, Senator. 

Senator Kreravuver. Just a minute now, not all of the speeches. 

3ut here is one dealing directly with the contract that the AEC is 
negotiating and is charging that you had a man in this contract who 
was playing both sides of the street. 

That is an important matter. Will you tell us whether you did 
anything about this speech or not? 

Mr. Srravss. If it were a matter of criminal charge, I presume that 
there are other agencies of the Government than the Atomic Energy 
Commission that would be charged with following it. The AEC, 
the Joint Committee on Atomic Ki nergy, which is fully as zealous in 
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its care for the good name and the efficiency of our project as we are, 
certainly took no action either that would have caused the Commission 
to void the contract or anything at that time. 

Senator Krerauver. Admiral Strauss, would you have permitted or 
tolerated Mr. Wenzell to be in this dual capacity in connection with 
this contract if you had known about it ? 

Mr. Srrauss. If [had known about it? Asa matter of fact, I would 
certainly have taken some steps. Of what nature, I cannot say, in 
the light of hindsight, but I would have done something about it. I 
did not know it, nor did the Bureau of the Budget know it. 

Senator Krrauver. Admiral Strauss, if you had known of it, as a 
matter of fact, then what did you or the Atomic Energy Commission 
do about getting the facts in connection with this charge 4 

Mr. Srravss. I did nothing. 

Senator Krravuver. You must be charged with the responsibility 
of knowing about this, must you not ? 

Mr. Srravss. You have charged me with it. 

Senator Keravuver. Do you charge yourself ? 

Mr. Srrauss. No, I do not charge myself with the responsibility for 
reading all of these speeches that are made on the floor. 

Senator Kerauver. Let us ask Mr. Cook. You knew about this 
speech, did you not, Mr. Cook ¢ 

Mr. Cook. I was aware of it. I did not read it. 

Senator Kerauver. You mean you saw it but did not read it? 

Mr. Coon. I had it called to my attention in an oral conversation. 

Senator Keravuver. But you did not get the speech and read it? 

Mr. Coox. I did not. 

Senator Krrauver. Do you mean, Mr. Cook, you were Assistant 
General Manager at that time, and this affected the very integrity of 
the Atomic Energy Commission and you did not even read the speech 4 

Mr. Cook. I did not. 

Senator Krrauver. You did not? 

Mr. Coox. I did not. 

Mr. Srravss. Would you say that the integrity of the Atomic 
Energy Commission- 

Senator Krrauver. I say that very emphatically, because if you 
are permitting a man—— 

Mr. Srravuss. I would respectfully take issue with you there, sir. 

Senator Kerauver. If you are permitting a man, who is engaged 
in a conflict of interest, to participate in the negotiation of a con- 
tract——— 

Mr. Strauss. We have not. 

Senator Kerauver. And the fact it has been charged and called to 
vour attention- 

Mr. Srravss. This is not a question of our permitting anyone to 
do it. . 

Senator Krrauver. It does affect the integrity of the Atomic En- 
ergy Commission, I say respectfully. 

Mr. Srrauss. This man was a free agent. What he did was not with 
our permission in any manner. The act referred to in Senator Hill's 
speech, which we have just listened to, had occurred long prior to that 
time, and the integrity of the Atomic Energy Commission, I respect- 
fully submit, Senator, is not involved in this. 
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Senator Dirxsen. Did the Joint Committee bring that to your 
attention ? 

Mr. Srravss. The hearing of the Joint Committee on the 13th of 
July—I do not know whether it has been printed—I have a tran- 
script—had to do with the Wenzell situation. Mr. Norris is here, and 
he can perhaps supply an answer to that question. I do not know. 

Senator Keravuver. Mr. Fields, were you the general manager at 
this time ? 

Mr. Fiexps. No, sir; I was not. I became general manager on the 
ist of May of this year, sir. 

Senator Kerauver. Did you know about this speech? Were you 
here? 

Mr. Fiexps. I did not know about it. 

Mr. Srrauss. There was no occasion for General Fields to know 
about it. General Fields 

Senator Krerauver. Maybe he was not here. 

Mr. Srrauss. He was the Director of the Military Applications 
Division of the Commission, Mr. Chairman, and there was no occasion 
for his concern with this contract at all. He is completely out. 

Senator Kerauver. Was this speech discussed in the Commission 
meeting of the Atomic Energy Commission ? 

Mr. Srravss. I can recall no oceasion. I can recall no occasion, sir, 
when this speech was ever discussed. 

Senator Kzrauver. Would it not be a matter of great concern to 
you? 

Mr. Srravss. It would have been, I think, had I known of it. I 
think it might have been a matter of concern to other Commissioners, 
but I can recall no one raising the point. 

Now I would like to search the record to be sure that I have not 
testified to something that might not be accurate. I cannot recall. 

Senator Keracver. Well, as you heard the speech read, it contained 
just about the same facts as summarized in Mr. Mitchell’s opinion; 
did it not? 

Mr. Srravss. This was not evidence taken. 

Senator Krravver. But he quotes from memoranda, direct quotes, 
Admiral Strauss. ; 

Mr. Srrauss. Yes, sir. I do not believe 

Senator Kerauver. I just wonder how you operate the Atomic 
Energy Commission, if you are so concerned about a rumor, you hear 
about what some Senator may want, and you act on it. Yet a speech is 
made on the floor, carried on the front page of the papers, and you 
pay no attention to it. 

Mr. Srravss. Senator, your desire to relate these things together— 
I find them quite dissimilar. 

Senator Krerauver. But you do pay attention to what Senators 
say and do, do you not, Admiral? 

Mr. Srravss. I must. 

Senator Keravuver. Particularly, when it relates to the Atomic 
Energy Commission. 

Mr. Srravss. I have. 

Senator Keravver. Mr. Mitchell, did you know about this speech ? 

Mr. Mircue... I do not specifically recall reading about it, Senator. 
I — that I must have at the time. I had not read the speech 
itself. 
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Senator Krerauver. You mean, as the legal officer? This repre- 
sented a very serious matter to you, did it not, Mr. Mitchell? 

Mr. Mrrcnett. I must say, sir, that it did not impress me that way 
at the time. 

Senator Krerauver. This is the same situation on which you have 
now declared a contract questionable; is it not? ' 

Mr. Mircuett. I would hesitate to go into a discussion as to what 
particular facts came afterward and what were reflected in the speech. 

Senator Krrauver. The question I want to know is why you gentle- 
man, when this was brought to your attention in February, and it had 
to be brought to your attention—anybody who reads the papers, par- 
ticularly, if it affects their agency, would certainly know about it— 
why you did not make some investigation? Did you make any 
investigation, Admiral Strauss? 

Mr. Srravss. No,sir. I donot think that constructively is bringing 
it to our attention. 

Senator Kerauver. Did you, Mr. Mitchell? 

Mr. Mircue.y. No. 

Senator Kerauver. Mr. Cook? 

Mr. Cook. No. 

Senator Kerauver. Did you talk to anybody about Senator Hill’s 
speech ? 

Mr. Srrauss. I have no recollection of discussing it prior to 2 or 3 
days ago. 

Senator Kerauver. Two or three days ago? 

Mr. Srrauss. Yes. When in anticipation of this hearing it was 
mentioned as something that I should get and read, and I have not 
read it. 

Senator Kerauver. You know it was put in this hearing way back 
in June of last year; do you not? 

Mr. Srravss. I have not read the transcript of this hearing. 

Senator Krrauver. You have had your representatives up here to 
find out what is going on. 

Senator Dirksen. Do you have some other duties; do you not? 

Mr. Srravss. I have had, Senator. 

Senator Keravver. Mr. Mitchell, did you talk with anybody about 
this speech, or what did you do about it? 

Mr. Mrireretu. It is my recollection I did not discuss it with 
anybody. 

Senator Keravver. You know that Mr. Hughes thought it was so 
important he talked with the President about it. You knew that: 
did you not? 

Mr. Strauss. Are you asking me if I knew it? 

Senator Krravver. Yes, sir. 

Mr. Strauss. No, I had not heard that. 

Senator Kerauver. Had not heard that? 

Mr. Strauss. No. 

Senator Keravuver. Mr. Cook, what did you do about it? 
Mr. Coox. I knew nothing about it. 

Senator Kerauver. Did you talk with anybody about it? 

Mr. Cook. No. : 

Senator Keravuver. Did you think it was of any importance? 
Mr. Cook. I did not read it. : 

Senator Krrauver. You knew about the speech, did you not? 
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Mr. Coox. I heard it mentioned. 

Senator Keravver. Do you mean to tell us that somebody told you 
orally about a speech affecting a man in a dual capacity operating in 
the Atomic Energy Commission affecting a contract that you had up 
where people were spending money, and the Government was making 
itself liable for money—you did not even take the trouble to get the 
speech and read it? 

Mr. Cook. It was not mentioned to me in those terms of reference. 

Senator Kerauver. Who is your person who reads the papers and 
the Congressional Record down there—who does that, Admiral 
Strauss ¢ 

Mr. Srrauss. We have a liaison man who spends part of his time on 
the Hill and part of his time with the Commission. His name is Mr. 
Wampler, a former Member of Congress. 

Senator Kreravver. Is it his duty to clip out things said about the 
Atomic Energy Commission? 

Mr. Strauss. No, I would say—you mean, from the papers? No. 
I would say that is the duty, if it is a duty, of the Director of the Di- 
vision of Public Information. 

Senator Keravver. Who is that? 

Mr. Srravuss. That is Mr. Salisbury. 

Senator Kreravver. Did you talk with any of them about it? 

Mr. Strauss. Did I? 

Senator Krerauver. About the speech ? 

Mr. Srravss. No. 

Senator Keravuver. Did any of your gentlemen talk with your pub- 
lic information people about this speech ? 

Mr. Mrrenexy. I did not, sir. 

Senator Kerauver. You have a press service ? 

Mr. Strauss. What do you mean by a press service—a clipping 
service ¢ 

Senator Kerauver. I mean a digest of things pertaining to the 
Atomic Energy Commission. 

Mr. Srrauss. No. I believe as the result of some curtailment in 
staff we had to dispense with that some time ago. We do not have a 
press digest, and have not had for a couple of years, I think. 

Senator Keravver. Will you look through the press records, Mr. 
Fields, and the various records where this would be, some information 
would be, and see what was done about this speech ? 

Mr. Frevps. Yes. 

Senator Kerauver. And advise the committee? 

Mr. Frerps. Yes, sir. 

Senator Kerauver. When can you do that, Mr. Fields? 

Mr. Frevps. I can do that as soon as I leave here, sir. 

Senator Kerauver. We would appreciate it if you would give us 
full information about what was done, whether any Commission dis- 
cussion was had, what files show about what was done in connection 
with Senator Hill’s speech. 
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(The material referred to follows :) 


ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., December 6, 1955. 
Senator Estes KEFAUVER, 
Chairman, Subcommittee on Anti-Trust and Monopoly, 
Committee on the Judiciary, United States Senate 

Dear SENATOR KEFAUVER: At the hearing before your subcommittee on Decem- 
ber 5, 1955, you requested me to provide the subcommittee as quickly as possible 
with whatever information was available in the Commission with respect to the 
Commission’s consideration of the speech which Senator Lister Hill made on 
the floor of the Senate on February 18, 1955, regarding the Mississippi Valley 
Generating Co. contract. 

A prompt search of our files reveals the information indicated below as to the 
period shortly following Senator Hill’s speech. 

The Commission does not maintain a press digest. However, clippings are 
made usually twice daily by the Division of Information Services of items appear- 
ing in the press which may be of interest to the Commission. The clippings 
are assembled into a set and circulated to the office of each Commissioner in 
turn and to the office of the General Manager. Attached to each of these sets 
of clippings is a memorandum for the chairman mentioning items which may 
be of particular interest. 

After these clippings have been circulated, they are returned to the Division 
of Information Services where they are disassembled and filed according to 
subject matter. The number in each set varies according to the nuinber of 
items which may be of interest to the Commission. Our records indicate that 
there were at least 54 pages of clippings making up the morning set circulated 
on February 21, 1955, that included items about Senator Hill’s speech. 

Enclosed are photostatic copies of the covering memorandum on the set of 
clippings circulated on the morning of February 21, 1955, and the clippings of the 
set that cover accounts appearing in the afternoon papers of February 18, 1955, 
and over the weekend of Senator Hill’s speech. 

We have no way of determining from any record whether these particular 
sets were read by any of the recipients. Our normal practice would indicate 
that the sets in which these clippings were included did go through the offices 
to which they were routed. 

The Office of Congressional Liaison also prepares and distributes to the office 
of each Commissioner, the General Manager, and the principal staff a digest 
of the Congressional Record on matters relating to the atomic-energy program. 
Enclosed is a photostatic copy of the digest for February 18, 1955, which included 
a reference to Senator Hill’s speech. 

A search of the minutes and transcripts of Commission meetings commencing 
on February 18 and continuing through March of 1955 reveals no instance in 
which Senator Hill’s speech was either discussed or mentioned. 

There is no record that Senator Hill ever addressed the Commission on the 
subject. 

Sincerely yours, 
K. E. Fretps, General Manager. 

Senator Krravver. Now, Mr. Mitchell, you stated a little while 
ago that the fact that the First Boston Corp. was the financial agent 
of Mr. Yates was brought out in the equity hearings before the SEC, 
in December of 1954. That is correct, is it ? 

Mr. Mircnenn. I am not sure. If I did say that, I would like to 
correct it. Ido not know when it was first developed that First Bos- 
ton was the financial agent of the company. 

Senator Krrauver. You said it appeared that some information 
came about it in 1954 before the SEC, did you not ? 

Mr. Mrrcneiyu. I am quite sure that during the course of these 
hearings this point was mentioned. It may have come out earlicr. 
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Senator Kerauver. You had a representative over at the SEC at 
all of those amen did you not? 

Mr. Mircnext. I do not think we had a representative at all of 
them, Senator. We did have a representative there on occasion. 

Senator Kerauver. And in December, 1953, 1954, it was stated that 
the First Boston Corp. was the financial agent. 

Mr. Mircuetu. I believe that is right. 

Senator Krrauver. Then all you “knew down there, did you not, 
that Mr. Wenzell was a representative, one way or another, of the 
First Boston Corp. ? 

Mr. Miruetu. | did not, sir. 

Senator Kerauver. You did, Mr. Cook? 

Mr. Coox. I did not. 

Senator Krrauver. You did not? 

Mr. Coox. I did not. 

Senator Krrauver. You did? 

Mr. Srravss. I did. 

Senator Krrauver. You did? 

Mr. Strravss. I took him to be such. 

Senator Krrauver. What did you take him to be, Mr. Cook? 

Mr. Coox. Consultant to the Bureau of the Budget. 

Senator Keravuver. General Nichols sent him out to do some more 
investigating, I mean contracting, negotiating with Dixon- Yates—in 
what capacity did he have him there? 

Mr. Coox. He did not send him out to do any negotiating with 
Dixon- Yates. 

Senator Kerauver. On April 4, 1954—you brought the memoranda 
here—the memoranda says from General Nichols: “it seems that 
Dixon- Yates was getting in a place where we might be able to contract 
and I asked”—or General Nichols asked—“Mr. Wenzell to negotiate 
further with Dixon-Yates to where we can sign a contract.” That is 
correct, is it not? 

Mr. Cook. No, not the way I remember it. 

Senator Krerauver. How do you remember it ? 

Mr. Coox. The way I remember it, Mr. Wenzell asked what the 
status of the negotiations with representatives of them were, and Mr. 
Nichols told them that we were quite close together, that there were 
certain points that needed to be clarified, and suggested that he men- 
tion those to the company. 

Senator Krerauver. That is not much different from what I have 
said, after all. But, anyway, you knew that Mr. Wenzell had been 
with First Boston Corp., did you not? 

Mr. Cook. I did not know. 

Senator Krerauver. You did, Mr. Mitchell. 

Mr. Mrrcerety. No, sir, not at that time. In fact, I knew nothing 
about it. 

Senator Keravuver. Here is the situation. In December 1954, only 
you people and the Bureau of the Budget people, while the name of 
First Boston had been brought out, only you and the Bureau of the 
sudget knew that Mr. Wenzell was there in one capacity or another; 
either for First Boston or the Bureau of the Budget. That is true, 
is it not, Admiral Strauss? 

Mr. Strauss. Would you mind restating that ? 





POWER POLICY 1199 


Senator Krrauver. During the time of the negotiation of this con- 
tract in early 1954, and certainly when the name of First Boston 
was brought out in December of 1954 before the Securities and Ex- 
change Commission, you people knew that Mr. Wenzell was either 
there or had been there in one ‘apacity or another; you thought rep- 
resenting First Boston; Mr. Cook thought representing the Bureau 
of the Budget. Mr. Mitchell does not know. 

Mr. Strauss. Mr. Wenzell was not there during the negotiation of 
the contract. The contract was negotiated from June 15 on. 

Senator Kerauver. During the time the offers were made and 
rejected. 

Mr. Srrauss. I would like to make that distinction. In my meetings 
with Mr. Wenzell, which were two in number, on the 18th and the 20th 
of January 1954, 1 had the impression that he represented the First 
Boston Corp. 

Senator Krrauver. Admiral Strauss, the point I want to make is 
that as of that time, between you and the Bureau of the Budget, you 
people knew that he was there either as the First Boston or the 
Bureau of the Budget; some thought in one capacity and some in the 
other. What was done by you or by the Atomic Energy Commission 
to get him out of that dual capacity 

Mr. Srravss. Nothing was called for on my part to get him out of 
any dual capacity, because I did not know that Mr. Wenzell was in 
any dual capacity until June or July of this year. 

Senator O’Manonry. May I intervene for a minute? 

Senator Krrauver. We have run here until 1:30 

Senator O’Manoney. I want to ask one or two simple questions. 
They seem simple to me. If they do not seem simple to the gentlemen 
who are facing us, | am at an utter loss to understand how they feel 
that they can discharge their responsibilities toward the President 
of the United States and toward the people of the United States. 
Admiral, I say this with the deepest sincerity. 

Mr. Srravss. | am sure. 

Senator O’Marionry. Because all during this period there has been 
the utmost attempt upon the part of witnesses from the Government 
who have come here to conceal facts, to refuse to testify. It is utterly 
beyond my comprehension, Mr. Cook, how you can acknowledge in 
response to the chairman’s question that you were aware of Senator 
Hill’s speech and still were not disturbed about it, because on the front 
page of the New York Times, certainly the top of the column, there is 
this heading—this is February 19, 1955: 

Facts Concealed on Dixon-Yates, Senator Asserts. Hill Says Banker Involved 
in Financing Plant Aided Administration Accord. 

This was within the function and the jurisdiction and the knowledge 
of every important employee or Commissioner of the Atomic Energy 
Commission. If it was not, then you are telling us and telling the 
country that you were neglecting your duty. 

Here was an important charge. I have already read into this record 
the statement of the President at the press conference. This was the 
press conference of June 29, 1955, when he said, 

Now as far as the Wenzell report, Mr. Wenzell was never called in or asked a 
Single thing about the Dixon-Yates contract. 
65950—56—pt. 234 
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The position that you gentlemen are taking here is that the definition 
of the word “contract” means something. If the President was not 
talking about the technical contract, why, then, of course, there is no 
responsibility, but the President was talking at a press conference. 

1 submit that the position in which you gentlemen are placing your- 
selves is that you have been deceiving the President of the United 
States as well as the public, because on July 29, 1955, Mr. icles 
who was the Director of the Budget—I am reading now from our 
copy of the chronology of the events pertinent to the inquiry into the 
Dixon-Yates negotiations, conducted by the Senate Antitrust and 
Monopoly Subcommittee from June 27 to August 3, 1955, there is a 
note on July 29, 1955, Mr. Hughes, with the backing of the President, 
refused to allow this subcommittee access to any of its papers or files 
concerning the Dixon-Yates negotiations. This refusal came just 2 
days after Hughes testified that he would fully cooperate with the 
committee, permit it full access to all papers. 

This was the same plea of the executive exemption from answering 
questions, but the President became so much disturbed about this that 
he held another press conference, and this was on the 17th of August. 

Now, I cannot believe that any of you were unaware of that press 


conference, because it had to do with this problem or this contract. 
The chronology states: 


The President says at his press conference August 17, in response to a question 
concerning the Dixon-Yates negotiations that the entire matter is an open book, 


Do you gentlemen know the meaning of the phrase “an open book” ¢ 
And any of you here present— 
now he is talking to the press— 


any of you here present might singly or in an investigation group go to the 
Bureau of the Budget or to the Chief of the Atomic Energy Commission and get 
the complete record from the inception of the idea to this very minute and it 
is all yours. 

Admiral Strauss, I am repeating to you the words of the President 
of the United States. 

Mr. Srrauss. The complete record is available and has been. 

Senator O’Manoney. The complete record is not available, because 
the President said nothing would be concealed, and you gentlemen 
appear here and under the plea of executive exemption you decline 
to answer questions dealing with this subject. The press understood, 
the people understood, I understood when that press conference was 
held that the President was ordering you to make a full disclosure. 
Now, you put yourself in the position that you are not going to do it. 
And you will plead defense on technicalities. 

We are dealing with more than technicalities. You are the head of 
Atomic Energy Commission. The most powerful scientific 

sapon in all of the world’s history is under your charge. The life 
er death of peoples all over the w ‘orld are dependent upon you, and 
you come here, sir, and plead a technical matter. 

You said here this morning that even if the Attorney General of the 
United States said to you that you should answer, then you would 
stand upon your own interpretation of constitutional rights, and not 
answer. 

Mr. Srravss. I certainly would. 
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Senator O’Manonry. We are dealing with the life and death of 
the people, and the Government of the United States. And I think 
that all of you ought to go back to your offices and take this matter 
under consideration prayerfully. 

Mr. Srravss. You talked about the life and death of the United 


States. May [ be permitted on a matter of personal privilege to re- 
spond to that ? 


Senator O’Manoney. Certainly. 

Senator Kerauver. Yes, indeed. 

Mr. Srrauss. Lam not going to talk about the sacrifice in coming to 
Washington. It is hackne yed business. 

Senator OManonry. We know all about that. I acknowledge that. 

Mr. Srrauss. But, as far as the hfe and death of the United States 
is concerned, Senator, I have two things for which I lay some unction 
to my soul, 

The monitoring system by which we find out whether the enemy 
have a weapon—lI instituted it—and the question of whether we should 
have a qualitatively superior weapon to the Communists was a matter 
ror which L agitated against very large and almost unanimous opposi- 
tion. So Lam not worried about what history will write of me in con- 


nection with the discharge of my duties about the defense of my 
country. 


This particular issue, the Dixon-Yates contract, is something that 
was in a large sense extraneous to the responsibilities of the Commis- 
sion. We came into it in order to assist the administration in the 
proper performance of its duties, to give the people power at less cost 


io the taxpayer. Now if there have been slips, oversights, mistakes, 
they do not run to national security, nor do I concede that there have 
been. 

Senator OManonry. That, of course, I did not intimate. 

Mr. Srrauss. Senator Hill, in this speech which he made, had he 
intended it as something to come to my attention concerning which 
the Commission should take action, it seems to me that he might have 
addressed a letter to me. He might have addressed a letter to the 
Joimt Committee and not relied upon the chance that it might be seen 
in the papers or read in the Congressional Record. 

[ am sorry that there now arises at this late date the question of a 
conflict of interest, which had everyone inquiring into everyone's 
antecedents could not have been avoided at the outset. It would al- 
most make it desirable that any time any individual calls on me 

any other Commissioner representing a department of the Govern- 
ment or a private firm that he should be made to fill a questionnaire. 
Obviously it is something impossible. 

When you did me the honor of having lunch with me last January 
December—if I had said to you, “List all of the concerns and other 
things that you represent,” you would have turned on your heel and 
left me, and properly so. 

I did not ask Mr. Wenzell—I should have, perhaps—whether he had 
other interests 

The fact is that his concern made no money out of this: it was 
to make no money out of this. But the record indicates that 


he 
aipparently sat on both sides of the table. 
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On the strength of that the General Counsel has said to the Com- 
mission, “This contract may be void or voidable.” It has been thrown 
into the courts or will be thrown into the courts. 

It seems to me that a great deal of noise is being made about some- 
thing that has not hurt the Government one iota. 

Now, as to that, the courts will have to decide. 

Senator Krrauver. Are there any other questions now ? 

Senator O’Manonry. Well, I must make this remark, that the Gov- 
ernment is seriously hurt, regardless of the outcome of any suit, when 
a person employing a conflicting position is retained by the Govern- 
ment to participate in negotiations such as this, if we are going to 
permit this sort of business to go on. 

The Chairman of the Interstate Commerce Commission has just 
resigned because he felt that he was in a very, very embarrassing posi- 
tion because he had helped to bring about a change of conflict with 
the contract in Chicago for the transfer of passengers. 

Mr. Srrauss. Where he was himself, it was alleged, personally 
concerned. 

Senator O’Manonrey. Yes. 

Mr. Srrauss. Is there any question in your mind as to my being 
personally concerned ? 

Senator O’Manoney. Not at all—not at all—but I say to you that 
when one incident after another—the incident of the Assistant Secre- 
tary of the Air Force, was asked to resign—incident after incident— 
conflict of interest—when the Senate of the United States, before it 
would confirm the Secretary of Defense compelled him to give up 
his stock interest in General Motors because of the danger of 
interest 

Mr. Strauss. May I interrupt just 1 minute? 

Senator O’Manonery. Pardon me; because what I am dealing with 
now is coming up. I am saying to you, sir, that when the members 
of the Atomic Energy staff plead ignorance to a statement of this 
kind, back in February 1955, that an official of the First Boston Corp. 
was In the dual capacity on a matter in which your Commission was 
so vitally interested, and that they considered it of no importance, it 
is a reflection, absolutely, upon the degree to which they feel their 
responsibility to protect the public interest. 

Mr. Srrauss. Simply on the matter you mentioned of Mr. Wilson 
and the sale of his stock, I have been a member of the Atomic Energy 
Commission, first by appointment of President Truman and subse- 
quently by appointment of President Eisenhower. On each occasion 
I divested myself of all stocks, of everything I owned. 

Senator O’Manonry. I do not raise that question. 

Mr. Srravss. No, but there have been columns and inuendoes to 
the effect that I have actually stock in the First Boston Corp. or that 
I have acted in the past as a banker or financial advisor or stockholder 
of one of these companies. 

Senator O’Manoney. No such suggestions have come from me. 

Mr. Srrauss. Nothing of the sort has ever occurred. 

Senator O’Manonry. I completely believe your statement, but I 

say to you, sir—— 

Mr. Srravss. That is made under oath. 

Senator O’Manoney (continuing). When the President of the 
United States is led by those who surround him, to make the statement, 
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such as he did make at a press conference on August 17, 1955, it is 
perfectly obvious that he was not being advised by the men who 
should have advised him, around him. I would say that that in- 
cludes Sherman Adams and Mr. Hagerty, as well as the members of 
the Bureau of the Budget, and the Atomic "Energy Commission. 

You should not have allowed your President to have gotten him- 
self into such a position. 

Senator Kerauver. Just one other matter we will try to get into 
the record quickly. 

Admiral Strauss, you testified in November 1954, at page 249 of the 
hearings before the Atomic Energy Joint Committee, in response 
to a question by Congressman Holifield, who is asking you about 
consultants in the Bureau of the Budget , and I have your answer 
here, and you can check it: 

I have no knowledge of any consultants that Mr. Dodge may have had or 
whether he had any. 

Is that your testimony here? 

Mr. Srrauss. No. That question was asked, and that answer made 
in good faith as of that date. 

Senator Keravuver. I just want to know if you reaffirm here today 
that that answer was correct. 

Mr. Srrauss. That answer was correct, to the best of my knowledge, 
as of that date. 

Senator Kerauver. Then again, on July 13, before the joint com- 
mittee, you said in your prepared statement: 

I have no recollection of Mr. Wenzell’s status that is in conflict with my then 
belief that he represented his firm, First Boston Corp. 

Mr. Srrauss. That is correct. 

Senator Keravuver. You are aware of the fact that Mr. Wenzell 
testified, at page 646, before this committee, when he was asked : 

Did you tell Admiral Strauss you were a representative of the Bureau of the 
3udget, a consultant of Mr. Hughes? 

And Mr. Wenzell answered, “Yes, sir.” 

Mr. Srrauss. Yes. 

Senator Kerauver. That was on January 18. 

Mr. Srravss. In that same hearing Mr. Wenzell was asked 13 times 
whether he recalled anything else, and I would like to read into the 
record his answer. I am satisfied that he answered to the best of his 
belief that he had told me this. 

On page 643, lines 2 to 4, and 9 to 25: 

Mr. Keiru. And you were received by Mr. Osborne, who is 

Mr. WENZELL. I cannot remember. 


Mr. KerrH. Would you tell us what you said to Admiral Strauss and what 
Admiral Strauss said to you that day? 
Mr. WENZELL. I cannot recall. 





Then I will just give you his answers to other questions. 
Senator Krerauver. Read the next question and answer. 
Mr. Srravss (reading) : 


To the best of your recollection, Mr. Wenzell, much of what was said—— 
Senator Kerauver (reading) : 
To the best of your recollection? 


and then Mr. Wenzell’s answer. 
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Mr. Srrauss. I have a copy here. I am not sure that this is pre- 
cisely in accord with the transcript. 

Senator Krerauver. Let me read it from the transcript. 

Mr. Keith says at the same page: 


To the best of your recollection? 
And then Mr. Wenzell answered: 


Much of what was said, except that he again mentioned this meeting of the 
20th and said that these utility people would be there. And he understood I 
was going to be there for the Bureau of the Budget. And I think, as he was ina 
hurry, he suggested—my memory is a little hazy on this—but I talked with Mr. 
Williams who, I think, was the Assistant General Manager at that time of the 
Atomic Energy Commission, some time prior to the meeting on the 20th, and 
maybe Mr. Williams could inform me a little bit more of the meeting. 


That is what you have? 
Mr. Srravuss. But go ahead. 


Mr. Kerra. Do you recollect anything further of your conversation with 
Adiniral Strauss? 
Mr. WENZELL. No, I do not. 


Page 651—A, lines 10 to 17: 
Senator O'Manonry. Did he give you any instruction as to what 
vou were going to do for the Bureau of the Budget ? 


Mr. WENZELL. I was to hear anything Admiral Strauss wanted to say further— 
wanted to say to further explain what this meeting would be about. 

Senator OMAnONEY. Did you ask Admiral Strauss? 

Mr. WENzELL. I was with him not more than 10 minutes, as I recall, on the 
thing, and I can’t recall the conversation, anything special. 


Page 652, lines 6 to 20: 
Senator Krrauver. Just a minute. On page 651, Mr. Wenzell 
stated : 


I went over to meet with Admiral Strauss there. I had an appointment made 
by Mr. Hughes. 


Mr. Srravss. That is correct. 
Senator Krerauver. That is correct. Ad] right. 
Mr. Srrauss. Page 652: 


Senator O’MAHOoNEY. Did he tell you what you were going to see Mr. Williams 
about? 

Mr. WENZELL. I don’t remember his conversation except that——— 

Senator O’MAHoNEy. I am not asking you to repeat the conversation. Of 
course you can't repeat the conversation. I am only asking you to tell us what 
Admiral Strauss told you to talk to Williams about—either you know this or 
you don’t know or else you are covering up. Those are the three things. 

Mr. WENZELL. I can’t remember what the conversation was about, except that 
he wanted me again to see Mr. Williams before this larger meeting on the 20th, 
but I can’t remember any of the details. There is no attempt to cover up here, : 
Senator. 


Page 653, lines 14 to 23: | 


Senator O’MAaHonry. What did he ask you to talk to Williams about? 

Mr. WENZELL. I can’t remember. 

Senator O’MAHoNeEyY. Did you talk to Williams? 

Mr. WENZELL. According to the record, I saw Mr. Williams the next day. 
Senator O’MAHONEY. According to your record, did you talk to Williams? 
Mr. WENZELL. I can’t recall my conversation on the 19th with Mr. Williams. 


Shall I goon? There is more of this. 
Senator Lancer. He had a very poor memory. 
Mr. Srrauss. He remembers distinctly what he said to me. 








POWER POLICY 1205 


Senator Neravver. Admiral Strauss, just so that we will have it, 
of course, all of this is a part of the record—the pertinent parts in 
addition to what you read. On page 664 and page 665 
have it there 

Mir. Srrauss. I have. I have some others. 

Senator Kerauver. Mr. Wenzell was asked about his conference 
with you, Admiral Strauss. He was asked if he knew why Mr. Strauss 
would forget him so quickly, and he said: “No, sir,” he did not. 

Then he was asked this question, at page 665: 


you may 


You said a few minutes ago that Admiral Strauss knew who you were, knew 
you were a consultant to the Bureau of the Budget. You were down there 
subsequently; were you not? 

Mr. WENZELL. Yes, sir. 

Senator Krrauver. He certainly knew who you were; did he not? 

Mr. WeNzeELL. I told him so at the beginning. 


Senator KerAuver. How do you explain this fact, that he did not se¢ 
around there as a consultant? 


Mr. WENZELL. I have no explanation of that. 
Then on page 667, Mr. Wenzell said: 


I explained to him— 


> anyone 


that is, speaking of you— 


what my work had been in the Bureau in the summer, when I told him what 
I had done and my whole connection there and who I was. 

Then he was asked a further question : 

You told this to Admiral Strauss? 

And Mr. Wenzell replied, “Yes, sir.” 

But that is not the way you remember 1 

Mr. Srravss. That is not. 

Senator Krrauver. Let me ask you this—— 

Mr. Srrauss. I will give you a few other instances. 

Senator Kerauver. Just one second. Maybe you can quote some- 
thing that will throw some light on this. 

The first meeting was on Janu: ary LS, an engagement apparently 
made with you or through your office by Mr. Hughes. 

Mr. Srravss. That is right. 

Senator Krrauver. At this time MeAfee and Dixon and Yates and 
the others had not even met. They met on the 20th to talk about the 
contract. That is correct: is it not? 

Mr. Srrauss. There had been conversations with McAfee going 
way back. 

Senator Krrauver. The first chronology you have there is that they 
all got together and decided something on the 20th, that they did not 
want to build the plant up around Paducah. 

Mr. Srrauss. I do not recall the substance of that conversation, but 
there we - meetings with Mr. McAfee as indicated by the chronology 
going back to December 8, 1953. 

Senator Ker avuver. Here is the chronology of January 20—— 

Mr. Srravss. January 20? 

Senator Krrauver. Of 1954. You saw Mr. Wenzell 2 days before 
this? 

Mr. Srravss. On the 18th; that is right. 

Senator Kerrauver. Mr. McAfee, Mr. Dixon, Mr. Williams, Mr. 
Cook, Mr. Saperi met in Mr. Strauss’ office at 3 o’clock. Mr. McAfee, 
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Mr. Dixon made it quite clear to the chairman that they were ready 
and willing to do anything possible without regard to profit to help 
with the problem of financing or furnishing the power. However, 
Mr. McAfee and Mr. Dixon wanted to take this opportunity to express 
their concern over the method of providing the power in question, 
and they then went on—— 

Mr. Strauss. I think the rest is important for the record. 

Senator Kerauver. We can read it all, if you want to. 

Mr. Srrauss. It is very short. 

Senator Krrauver. They thought that it would be much better to 
have the TVA than a private utility make the direct arrangements for 
the power than to bring an additional large block of generating capac- 
ity into the Paducah area where it would be difficult to dispose of it 
in case the AEC requirements were ever reduced. 

And the next is apparently a later meeting. But, anyway, at that 
time the matter had not been worked out because they were still talking 
about the TVA and they also discussed the matter if the plant should 
be built, it should not be built at Paducah. 

Mr. Srravuss. That was the last time I saw Mr. Wenzell. 

Senator Keravver. Why would Mr. Wenzell, as a representative of 
the First Boston, be talking with you prior to the time when anything 
had really been worked out? 

Mr. Srrauss. Because the provision of funds in the public market 
was the keynote of this whole thing. This was to be financed by the 
sale of securities to individuals or institutional investors. 

Senator Kerauver. But actually no company had agreed to take 
the contract. There had not been any agreement over anything near 
an agreement with Dixon-Yates or McAfee or anybody else. 

Mr. Srrauss. That is true. One has to start talking with someone 
somewhere. 

Senator Keravuver. So, Mr. Cook, you knew he was representing the 
Bureau of the Budget; did you not ? 

Mr. Cook. Yes. 

Senator Kerauver. You knew that all along; did you not? 

Mr. Cook. That was my understanding; yes. 

Senator Keravver. Even on the 20th when he was there. 

Mr. Coox. It is my understanding that he was a consultant to the 
Bureau. 

Senator Kerauver. And your chronology of January 19 shows here 
chat Mr. Williams met with Mr. Wenzell, Mr. Miller, Mr. McKenzie, 
and Mr. Cook, to inform Mr. Wenzell of the substance of the discus- 
sions with Mr. McAfee and Mr. Dixon. 

You remember that; do you not? 

Mr. Cook. Yes. 

Senator Kerauver. And you understood that you were informing 
him as a representative of the Bureau of the Budget? 

Mr. Coox. That is right. 

Senator Krerauver. And General Nichols dealt with him as a repre- 
sentative of the Bureau of the budget; did he not? 

Mr. Coox. That is right. 

Senator Kerauver. You were his assistant. Mr. Mitchell, you knew 
him as a representative of the Bureau of the Budget; did you not? 

Mr. Mrrcwe.u. I did not know him at all. 
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Senator Kerauver. You came in later? 

Mr. Mircuen.. Yes. 

Senator Krerauver. How can you explain that all of your assistants 
thought of him as a representative of the Bureau of the Budget, and 
you thought of him as a representative of the First Boston? 

Mr. Srrauss. I can explain it very simply. I think the conversa- 
tion Mr. Wenzell had explaining his status was not with me, but with 
others. I saw him for a few minutes on the 18th—left the meeting 
to see him in another room, because I had the South African Ambassa- 
dor in mine, and that meeting was brief—it was a matter of minutes. 

The meeting on the 20th I attended—my records do not show 
whether I attended it for the full time or not—that was the last time 
I sat in on any negotiation or discussions in which Mr. Wenzell was 
present. 

It is entirely possible that he stated in the presence of Mr. Cook 
and General Nichols that he was representing the Bureau of the 

Budget, but the fact does remain that I understood him as a repre- 
sentative of the First Boston Corp. and that he so registered on the 
two occasions when he called on me. 

Senator Krrauver. Admiral Strauss, did Mr. Dixon tell you that. 
Mr. Wenzell helped prepare the proposal of February 25 to the Atomic 
Knergy Commission ? 

Mr. Srrauss. Mr. Dixon, so far as I can remember, had never men- 
tioned the name of Mr. Wenzell to me. 

Senator Kerauver. Were you informed, Admiral Strauss, that Mr. 
Wenzell prepared and took a hand in preparing that proposal ? 

Mr. Srravss. I do not know whether he did or not. 

Senator Krrauver. Did you know about it at the time? 

Mr. Srrauss. I am not so informed. And Mr. Cook just tells me 
that it is not a fact. 

Senator Kerauver. Did you have any information that Mr, Wenzell 
reviewed or went over the proposal of April 10 before it was submitted 
to the Atomic Energy Commission ? 

Mr. Coox. I am not aware of it; no, sir. 

Senator Kerauver. I asked Admiral Strauss. 

Mr. Srrauss. I would not be in a position to know. This was a de- 
tail of a negotiation in which I took no part. 

Senator Kerauver. I will ask my colleagues if they have any ques- 
tions. 

Mr. Strauss. Before you finish with me, may I complete the record 
as to the vagueness of Mr. Wenzell’s recollection of the events on those 
day S$ 

Page 654, lines 21 to 25, and 655, lines 1 to 15. 

Senator O’MAHONEY. You see, I am doing my best, sir, in all sincerity to get 
an idea of what in the world you thought you were doing in the Bureau of the 
Budget during these 4 days? 

Mr. WENZELL. I was trying to get an idea of what the meeting on the 20th 
was to be in advance. 

Senator O’MAunoney. And did you? 

Mr. WENZELL. I got the impression that they had this meeting scheduled for 
the 20th in which they were going to ask these utility people again about getting 
into writing, working on more definitely a project which had been discussed 
with these same people some time in December. 

Senator O’MAHONEY. Was it not more than an impression? 

Mr. WENZELL. My memory, as I said, I can’t remember. 
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Page 657, lines 5 to9: 






Senator O’MATIONEY. On the 18th you got nothing from Strauss and nothing 
from Hughes except an impression—your memory is vague and you cannot recall 
what transpired—is that not right? 

Mr. WENZELL. That is correct. 







There is another: 








He may have told me. I have no recollection of it. I do not think he did. 


Senator Kerauver. You have relied upon how Mr. Wenzell signed 
in for your idea that he represented the First Boston ? 

Mr. Srrauss. I relied on my recollection, sir. And that is some- 
what reinforced by the fact that he signed in that way. I did not 
rely upon it exactly. 

Senator Keravver. Did you know how he signed in when you 
talked with him on the 18th? 

Mr. Srravss. No: I did not know how he signed in until these ree- 
ords were searched a year after the date. It never occurred to me to 
check it. 

Senator Krravuver. So your testimony is based upon your conversa- 
tion with him at that time ? 

Mr. Srravss. To the best of my recollection and belief, Senator. 

Senator Krrauver. Did Mr. Wenzell tell you he was with the First 
Boston ? 

Mr. Srravss. I knew he was with First Boston. Mr. Hughes 
identified him to me as being with First Boston. 

Senator Krravuver. Why did you think Mr. Hughes would be send- 
sending a First Boston finance man down to see you / 

Mr. Strauss. Well, the most natural thing in the world is to ad- 
vise on a matter of interest rates. He would not be sending someone 
who had no proficiency in that field. 

Senator Krravver. But it even had not been decided at that time 
what turn the matter was going to take—whether it would be a Dixon- 
Yates type contract, whether the TVA might negotiate with these 
people. 

Mr. Srrauss. The rates for money and the division of the capital- 
ization between debt and equity were essential, integral parts of the 
question of whether or not this transaction was feasible, because it 
affected the cost of the power. 

Senator Krravver. Admiral Strauss, but you are a great authority 
on cost of money, and you have one of the greatest in Mr. Humphrey 
as Secretary of the Treasury. 

Mr. Srravss. Senator, I used to be an authority. T used to pride 
myself on the fact that I knew the cost of money for any kind 
transaction to a nicety. I made my living at it, but one grows rusty. 

Furthermore, when one is in a transaction himself, one does not 
trust his own judgment. 

I have no doubt that had these recommendations been grossly at 
variance with what I believed to be proper on the market of that 
day, I would have taken other advice. 

Senator Krrauver. In any event, it is not a good thing to have a 
representative of an investment banker at one and the same time 
representing the Government and the investment banker, 1s it? 

Mr. Srrauss. The investment banker was not being represented 
here in the sense that any contract had been made with the borrower. 
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Senator Kerauver. I say, Iam talking about the general principle, 
whatever the facts may be applicable— the interest of the Govern- 
ment is to get the lowest interest rates possible; is that right? 

Mr. Srrauss. That is right. 

Senator Kerauver. It is to the benefit of the investment banker 
to have the interest rate high, so that he can sell the bonds? 

Mr. Strauss. No, no. 

Senator Kerauver. The bonds are more easily sold, are they not ? 

Mr. Srrauss. No; if a bond carries too high a rate of interest, it 
is a reflection on the character of the security. An experienced in- 
vestment banker intends to put out securities at the proper price and 
to buy them at a discount, which covers the cost of the merchandising 
of those securities and provides him a profit. 

Senator Kerauver. When the bond is being substantially guar- 
anteed by the United States Government, the Government naturally 
wants to get the lowest rate possible and the investment banker can 
sell them a little better if they have a good yield; is that not true? 

Mr. Srravss. This was a very low rate, but there was no guarantee 
by the United States Government. This contract was canceled. 

Senator Kerauver. At any rate, we all know about the contract. 

Mr. Srrauss. I just wanted to make that point clear. 

Senator Kerauver. The bonds can be sold at a little bit better rate 
if they are not right down at the bottom in interest rate, is that 
not true? 

Mr. Srravss. There is a margin above the absolute bottom which 
it can exceed without discrediting the security; yes, sir. 

Senator Kerrauver. One-fourth of 1 percent on $100 million is 
$250,000 a year. 

Mr. Srravuss. A quarter of 1 percent would be a tremendous var- 
lant here. 

Senator Keravuver. That is $250,000 a year. 

Mr. Srrauss. Yes. 

Senator Keravuver. Over the life of this contract of 20 years, that 
is $5 million. 

Mr. Strauss. I do not know what your point is. 

Senator Krratver. The point is that—— 

Mr. Srravss. The Commission wants to get the power as cheaply 
as possible and, therefore, to have the interest rate as low as possible. 

Senator Krravver. As a Government official the point is you would 
not want one and the same person negotiating for the Government 
and for the investment banker at the same time ? 

Mr. Srrauss. No one was — iting for the Government. 

Senator Kreravver. Your General Counsel has found that Mr. 
Wenzell was one of the principal advisers. 

Mr. Srrauss. Advisers. 

Senator Krratuver. In this matter. 

Mr. Srravuss. That is right. 

Senator Keravuver. You do not like the principle of having one and 
the same person advising the Government and also advising the 
other side. 

Mr. Srravss. I submit that we are getting close to the kind of ques- 
tions which I mentioned in my statement that vou permitted me to 
read at the outset where answers may be disadvantageous to the inter- 


ests—— 
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Senator Keravuver. All I am asking you is whether you believe a 
person ought to be in a conflict of interest position. 

Mr. Srravss. I do not believe in a conflict of interest. I believe a 
conflict of interest is wrong if it can be proved. 

Senator Keravuver. Do you think this one has been proved ? 

Mr. Srrauss. I think there is a strong color of the conflict of inter- 
est as the General Counsel has stated, but I think the courts will 
decide whether it has been proved. Certainly it is not a matter of 
my decision. 

Senator Krerauver. The conflict there, whether provable or not, is 
wrong ? 

Mr. Srravss. If a conflict is there, it is wrong. 

Senator Kerauver. You had a chance to find out something about 
this conflict long before you did; did you not? 

Mr. Srravss. No; I do not believe I did, sir. 

Senator Kerauver. All right. Are there any other questions? 

Senator Dirksen. Fri ankly, there would be nothing wrong with hav- 
ing Mr. Wenzell come down as a consultant, even though he was iden- 
tified with the First Boston Corp., so long as no pecuniary interest 
developed. Would you subscribe to that statement ? 

Mr. Mircuetn. Yes, sir; I would. 

Senator Dirksen. The real crux of this whole matter is at what 
point did a pecuniary interest, as indicated by the statute, develop, 
where you would infer that there was a conflict = interest here. It 
seems to me that is the whole crux of the thing. I do not think that 
date has been established yet. There have been allegations. There 
have been speeches on the Senate floor. You have been charged with 
some kind of dereliction that you do not read the New York Times, or 
go through the Congressional Record. Not even the Senators do 
that, suppose. But I am still trying to peg that date. 

We have, of course, the memorandum from the Comptroller General 
in which a question, or the suggestion of a question, was raised, I 
do not believe you have to run down every will-o’-the-wisp rumor that 
comes along, but you must have cognizance of that nah, is fortified 
by fact and evidentiary information. And so the whole question is, 
At what point? 

All of this would have been moot if the First Boston had not be- 
come the underwriting agency; is that correct? 

Mr. Srravss. I do not think they had an underwriting agency—a 
fiscal agreement. I do not know what it is, because I have not seen the 
document. And I have never read any of the testimony. Do you 
know? 

Mr. Mrrcnett. They were financial agents. They were arranging 
for the placing of it. 

Senator Dirksen. That happened to be Mr. Wenzell’s private in- 
terest. And then, of course, the fact that he had served as a con- 
sultant in one of the agencies of the Government. So here are two 
interests regarded in conflict. 

I do not believe anybody quarrels about it. The question is, when 

vas there evidence on that point? When could you pr operly move 
in instead of feeling that it was a matter of mere allegation? I am 


still struggling with the period to which this attaches to find out about 
that. 
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Mr. Mircuext. I think, Senator, that we did not develop this thing 
or come to any conclusion until after we had studied it at great length. 
And even then, as my opinion indicates, I did not come out with any 
flat conclusion one way or another, but I thought there was enough 
question so that I did not think that the Commission could at this stage 
recognize this as a contract. That would have to be settled by the 
court. 

Senator Dirksen. Mr. Wenzell could conceivably come down here 
and in order to identify himself as something other than just 1 of 166 
million individuals in the country have scrawled at the bottom First 
Boston, but that does not necessarily identify him with First Boston. 

Where were the facts that indicated that here was a pecuniary in- 
terest? I still think that has not been conclusive by any means, not- 
withstanding all of the very interesting diversions we have had. 

Senator Krrauver. If I may suggest, the statute means that if the 
person involved—Wenzell has a pecuniary interest in the problems 
of the corporation which is about to negotiate a contract. It does 
not mean that he has to have an interest in the contract itself. 

Senator Dirksen. That is correct. That is my interpretation of 
the statute. 

Mr. Srravss. There is a statement which I think appears in the 
General Counsel’s opinion to the effect that the First Boston Corp. 
waived any compensation. 

Senator Krrauver. Yes; but that is immaterial, because the matter 
is in the performance of the contract. And Mr. Woods said they got 
certain other values by being known in the trade. 

Mr. Strauss. It might be a negative. 

Senator Krerauver. Is there anything else? May I ask the mem- 
bers of the « ommittee when they should like to resume? Should we 
resume at 3 or 3:15 o’clock? I would like to have a brief executive 
meeting of the commnittes. 

We will recess now until 3:15 o’clock. We will have an executive 
session. 

(Whereupon, at 2:10 p. m. the subcommittee recessed, to resume at 
3:15 p.m. the same day.) 


(The following letter previously referred to was supplied for the 
record :) 


UNITED STATES ATOMIC ENERGY COMMISSION, 


Washington 25, D. C., March 3, 1954 
Hon. Josepn M. Donee, 


Director, Bureau of the Budget. 


DEAR Mr. DopcGe: Reference is made to the President’s budget message and to 
Acting Director Rowland Hughes’ letter of December 24, 1953, in which Mr. 
Hughes indicated that it would be very helpful if we proceed with negotia- 
tions with the view of reaching a firm agreement with private interests to supply 
AEC with an additional 500,000 kilowatts to 600,000 kilowatts no later than the 
fall of 1957. It is our understanding that the purpose of proceeding with these 
negotiations would be to relieve the TVA of its previous commitment to the 
AEC in like amounts and free this power for normal load growth in the TVA 
power area. 

As a result of discussions with various utilities, Mr. E. H. Dixon, president, 
Middle South Utilities, Inc., and Mr. A. E. Yates, chairman of the board, the 
Southern Co., have submitted a joint proposal under letter dated February 25, 
1954, copy of which was furnished your office, that could serve as the basis for 
negotiations leading to a definitive contract. 

The utilities have offered, under the proposal submitted, (a) to form a sepa- 
rate company for the purpose of financing, constructing, and operating addi- 
tional power facilities to deliver 600,000 kilowatts of power on a continuous basis 
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from a location within the Middle South Utilities, Inc., area and near Memphis, 
Tenn., where TVA needs the power, and (b) to enter into a contract with the 
Atomic Energy Commission for supplying power for a term of 25 years from 
the commencement of full-scale operations under the following provisions: 

(1) A base capacity ‘charge in the amount of $9,626,000 annually, exclu- 
Sive of tax components referred to in subparagraph (3) below; 

(2) An energy charge and other terms and conditions, including adjust- 
ments, to be in general similar to those contained in the AEC’s contract with 
TVA for such service; 

(3) Reimbursement by the AEC for all taxes of every kind or character, 
State, local, or Federal, paid or payable by the new corporation during the 
term, including taxes, if any, on all taxes reimbursed, so that the prices and 
terms specified in subparagraphs (1) and (2) above shall be net after all 
taxes; and © 

(4) The making of appropriate arrangements by the AEC with the TVA 
for the receipt by it and delivery to the AEC in kind of the power and energy 
to be supplied as indicated above. 

With respect to subparagraph (3) above, sales taxes and excise taxes directly 
related to operations or activities for supplying energy to the AEC shall be 
reimbursed by the AEC in their entirety. All other taxes shall be reimbursed 
by the AEC in the same proportion as the AEC contract capacity bears to the 
capacity of the new facilities. The sponsors state that it is their understand- 
ing, based on present tax laws, that the State and local income and ad valorem 
taxes, which presently constitute the principal State and local tax charges, 
would be approximately $1,823,000 and Federal income taxes would be approxi- 
mately $897,000. 

In arriving at the base capacity annual charge of $9,626,000 covered in (1) 
above, the sponsors state that they have assumed a cost of approximately $200 
per kilowatt capacity will be required to construct a steam electric station in 
the Memphis area, this being based upon previous estimates used by TVA in 
appropriation hearings for the Fulton steam plant and the sponsor’s belief that 
they can match TVA estimates. This charge also assumes the power facility 
owners, over the 25-year life of the contract, will recover 75 percent of the 
depreciable plant cost. 

It is our understanding that the annual base capacity charge quoted is firm 
and the enemy charge is 2 mills, subject to adjustment for increases or decreases 
in cost of coal and labor on a basis similar to the energy rate in the TVA contract. 

The attached table covering the major components of cost of the proposal has 
been prepared and is compared with our present estimate of cost of power, includ- 
ing escalation, to be delivered to AEC from the TVA Shawnee plant, under the 
terms of our present contract with TVA. 

Consideration of the proposal by Dixon and Yates should not overlook the 
fact that 

(a) The AEC presently has a firm contract with the TVA for the supply 
of power. 

(b) Reliability and continuity of power supply to the AEC must be 
protected. 

(c) Any cancellation of the AEC’s contract with the TVA, which would 
result in higher costs to the AEC, must be justified on the basis of advantages 
to the AEC or overall advantages to the United States. 

We feel that higher executive authority or Congress should make this determi- 
nation. 

In making such a determination, the following estimates given in the proposal 
are pertinent : 

(a) By utilizing private utilities, the United States would save at this 
time an outlay of at least $120,000,000 capital cost of the plant. 

(b) Of the additional annual cost of approximately $4,138,000 to the AEC, 
the proposal estimates that $897,000 would be returned to the Government in 
the form of Federal taxes. 

(c) $1,823,000 of the remaining increased costs to the AEC represents 
State and local income and ad valorem taxes. This charge and the justifica- 
tion for transferring it to the AEC as an operating expense, and in effect 
further subsidizing TVA customers, is a policy question beyond the com- 
petence of the AEC to answer, Suggested solutions to this question are 
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to have the TVA contract directly with the sponsors or to charge the TVA 
for this cost. 

(d) Whether the plant was built by TVA or under provisions of this 
proposal, it appears that the remaining balance of $1,418,000 of the increased 
cost is attributable to higher construction costs now as compared to estimated 
costs for the TVA Shawnee plant. Since the proposed plant would be built 
to provide additional power for TVA, this increased cost should be assumed 
by that agency. 

The proposal covers cost of transmission from the new facilities to a point 
on the Shelby County, Tenn., State line. Additional costs for transmission 
and interconnection to TVA network would be involved and should be covered 
by TVA. 

The proposal does not spell out cancellation provisions and the ultimate attrac- 
tiveness of the proposal cannot be determined until these are agreed upon. 

The AEC has the statutory power to contract for electric power for the supply 
of its facilities at Paducah, Portsmouth, and Oak Ridge, and it is believed that 
this statutory power is broad enough to include covering the attached proposal. 
Hiowever, as indicated above, justification for canceling an existing firm contract 
and contracting for the same amount of power at higher cost must be made by 
higher authority than the AEC, 

The Commission is divided upon the advisability of its recommending using 
its contracting power in the manner proposed. 

We believe that we have explored the subject proposal to the extent practicable 
at this time. Higher authority will now presumably determine what course of 
action is in the best interest of the Government. 

Sincerely yours, 

Lewis L. Strauss, Chairman. 

Attachments: Power proposal dated February 25, 1954; 


<a, table on cost com- 
parison. 


Cost comparison 


PROPOSAL 


Annual cost Mills per 


to AEC kilowatt-hour 
Base capacity charge: 
Interest and amortization of debt 
Operating expenses (exclusive of fuel 
Insurance 
Subtotal $9, 626, 000 1. 87 
Federal income SO7, O00 ae 
State and local income and ad valorem _- 1, 823, 000 5 
Subtotal 2, 720, 000 3 
Total demand charge 12. 346. 000 9 40 
Energy charge: 2 mills pergkilowatt-hour, escalated 10, 714, 00 2.08 
Grand total 23, 060, 000 4.48 
PRESENT TVA CONTRACT 
Demand charge: ‘606,000 kilowatts,Pat $1.14 per kilowatt-month_. $8, 208, 000 1. 59 
Energy charge:, 2?mills pergkilowatt-hour, escalated . 10, 714, 000 2. 08 
Total ‘ aa 18, 922, 000 3. 67 


SUMMARY 
Proposal 


$23, 060, 000 
Present TVA contract 


18, 922, 000 


4, 138, 000 


Difference -.---- 
Norte.—Cost in mills per kilowatt is based upon the 98-percent LF that applies to AEC load at Paducah, 
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(The following letter was submitted for the record :) 


ATOMIC ENERGY COMMISSION, 
Washington, D. C., December 15, 1955. 
Hon. ESTES KEFAUVER, 
United States Senate, 
Washington, D. C. 

DEAR SENATOR KEFAUVER: In the course of the testimony before your sub- 
committee on the 5th, the transcript indicates that I said: 

“Simply on the matter you mentioned of Mr. Wilson and the sale of his stock, 
I have been a member of the Atomic Energy Commission first by appointment of 
President Truman and subsequently by appointment of President Eisenhower. 
On each occasion I divested myself of all stocks, of everything I owned.” 

Since this testimony is a public record, it occurs to me that the above might 
be susceptible to the interpretation that I had divested myself of all property 
of every description, which is an impression that I did not intend to convey. 
Upon entering my present reponsibilities, I disposed of all stocks of any com- 
panies doing business with the Atomic Energy Commission or likely to do busi- 
ness with the Atomic Energy Commission. I invested part of the proceeds in 
Government and municipal bonds, part has remained in cash, and I continue 
to own such property as my residence, farm, ete. While I think it is unlikely 
that anyone would suppose that I had voluntarily pauperized myself, I am 
writing this letter to eliminate any possible ambiguity. 

Sincerely yours, 
Lewis L. STRAUSS. 
AFTERNOON SESSION 


Senator Krrauver. The committee will come to order. 

Mr. Hughes, will you and some of your associates of the Bureau 
of the Budget come up here? 

Mr. Hughes, you have here with you Mr. McCandless ? 

Mr. Huaues. There, sitting down there, sir. 

We have Mr. Focke. 

Senator Krrauver. Mr. McCandless, can’t you sit back of Mr. 
Hughes so you can be heard? 

Mr. McCandless, and who is here? 

Mr. Hucves. Mr. Schwartz. 

Senator Kerauver. Mr. Schwartz, won’t you move your chair up 
here ? 

Mr. Hueues. Mr. Donnelly and Mr. Pilcher. 

Senator Krrauver. Which is Mr. Donnelly ? 

Mr. Hucues. This is Mr. Donnelly, and this is Mr. Pilcher. 

Senator Krerauver. Mr. Pilcher? 

Mr. Hugues. Yes; right next to him. 

Senator Krrauver. Some of these gentlemen’s names are mentioned 
in the chronology, and it has been brought out in the testimony, and 
we might have some questions to ask them. 

I do not believe you gentlemen have been sworn, have you? You 
solemnly swear the testimony you give will be the whole truth, so 
help you God? 

Mr. McCann tess. I do. 

Mr. Scuwartz. I do. 

Mr. Donne tty. I do. 

Mr. Pitcner. I do. 
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TESTIMONY OF ROWLAND R. HUGHES, DIRECTOR OF THE BUREAU 
OF THE BUDGET, ACCOMPANIED BY ARTHUR B. FOCKE, LEGAL 
ADVISER, BUREAU OF THE BUDGET; ROBERT E. MERRIAM, 
ASSISTANT TO THE DIRECTOR, BUREAU OF THE BUDGET; WIL- 
LIAM F. McCANDLESS, ASSISTANT DIRECTOR FOR BUDGET 
REVIEW; CARL J. SCHWARTZ, E. J. DONNELLY, AND MILTON 
PILCHER, BUREAU OF THE BUDGET 


Senator Krerauver. Mr. Hughes, we were last here in June, I be- 
lieve, when you testified before this committee. At that time you 
had prepared an excerpt of your testimony, but you did not seem to 
know about any conflict of interest. Indeed, you testified at that time 
that you learned with some surprise that the First Boston has become 
the financial agent for the Dixon- Yates organization. 

Then there was some negotiation with reference to documents and 
some unfinished testimony, some matters happened after your first 
appearance, and you were asked to come back, and you were standing 
by to come back in August of this year, and then the committee took 
a recess at that time. 

You sent to me a statement under a letter of August 11, which was 
a statement that you had prepared to give at the resumed hearing, 
which statement was released to the public and printed in the record. 

But, perhaps, in order to bring your testimony up to date, do you 
wish to have this statement read ¢ 

Mr. Hueues. Certainly, I am satisfied; I have copies here that can 
be circulated and passed around. 

Senator Kerauver. Do you want to have your letter to me read, 
and then my letter to you, and then the statement that you sent up! 

Mr. Hucnes. It is all right with me, but I have another short state- 
ment I might make, first, which relates to that, sir. 

Senator Kerrauver. All right, sir, if you wish to make another 
statement first. 

Mr. Hueues. This refers to that. 

On August 11, 1955, I wrote a letter to the chairman of this sub- 
committee, as you have stated, enclosing the statement I intended to 
make when the committee called me back. 

In that statement I supplemented, in some detail, my earlier testi- 
mony concerning Adolphe H. Wenzell’s work with the Bureau of the 
Budget in the two periods May 20, 1953 to September 23, 1953, and 
January 18, 1954 to April 10, 1954, which were the actual periods when 
he served as aconsultant. Now, copies of that are available for distri- 
bution here. 

This committee and its staff members at the earlier hearings, at 
which I appeared, in subsequent requests have asked other questions 
concerning Mr. Wenzell’s activities with the Bureau of the Budget, 
and I have had assembled, awaiting your call to appear before the 
committee, additional materials from our files which pertain to Mr. 
Wenzell’s service to us. 

This material includes every single piece of paper from the files of 
the Bureau of the Budget which was prepared by a person in the 
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Bureau, and which constitutes a contemporaneous record of the con- 
tact with Adolphe H. Wenzell, between May 15, 1953, when Mr. Dodge 
first talked with Mr. Wenzell about the proposed study of TVA, ona 
April 10, 1954, when we had our last contact with him on his second 
assignment. 

Although these papers are clearly for staff use, only being either 
internal records for personnel or other action or working papers for 
our own use and reference, they are being made available for the sub- 
committee, and I have the documents here. 

Senator Krravuver. Thank you, Mr. Hughes. 

These are a lot of ns ers. 

Mr. Huaues. Yes, they are. It is everything we could locate any- 
where. 

Senator Keravuver. Let us see if I understand you correctly about 
these papers. You have no objection to these being made a part of 
the record or copies of them being made a part of the record for this 
committee ? 

Mr. Hucues. No, that is right, and we shall have—there is a copy 
down in the office of the Bureau of the Budget. If any of the press 
want to look at them, they may. 

Senator Krrauver. Aud they can be released to the press for any 
information that they want ? 

Mr. Hueues. Yes. 

Senator Kerauver. These documents and papers, do they im- 
clude 

Mr. Hueues. Those are the originals. 

Senator Krrauver. These are the originals. 

Do these include all memoranda with reference to Mr. Wenzell’s 
service from March into September 1953 ? 

Mr. Hueues. Include everything where anybody in the Budget 
Bureau had a reference to Wenzell. 

Senator Keravuver. And then when he came back in January 1954, 
on until April 10 of 1954? 

Mr. Hucues. That is right; handwritten notes, telephone calls, 
diary notes, everything. 

Senator Krravver. I think we would like to get these, Mr. Hughes. 
I wish that we had had a chance of seeing them before you came up 
so we might be prepared to ask you some “questions about them. We 
will have to study them over and see what we can do later. 

Mr. Hughes, you wrote me a letter of August 11—who is the aide 
next to you, Mr. ‘Hughes? 

Mr. Hucues. Mr. Focke, and Mr. Merriam. 

Senator Kerauver. Do you wish to read your letter of August 11 to 
me or have Mr. Focke read it? 

Mr. Hucues. I would be glad to, any way you like. 

Senator Keravuver. If you wish. 

Mr. Hucues. I will read it: 


DEAR SENATOR KEFAUVER. I have noted that the current hearings of your sub- 
committee in relation to the Dixon-Yates matter have been suspended, apparently 
until the latter part of September. 

I have kept myself in a state of readiness since July 11 expecting to be ealled 
again by your subcommittee in accordance with your notices to that effect. In 
all, 6 or 8 different dates have been fixed by you for my reappearance, only to 
be changed by you. Your subcommittee saw fit to recess on Wednesday, August 3, 
Without recalling me, despite the fact that by arrangement with committee 
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counsel, made as late as August 2, I had been scheduled to appear on Monday, 
August 8. 

I prepared a statement to read to the subcommittee upon my reappearance. 
Since, however, the subcommittee evidently does not plan to reconvene for some 
time, I should like to furnish the subcommittee with my statement now. It is en- 
closed herewith and I respectfully request that you immediately treat it and this 
letter as a part of the record of the proceedings of your subcommittee, especially 
since you have announced that an interim report is contemplated before hearings 


are resumed. Should it be deemed desirable to call me again, I stand ready to 
repeat under oath their contents. 


Senator Kerauver. Then on August 19 I wrote you a letter in reply, 
which I will ask Mr. Wallace, my assistant, to read. 
Mr. WALLACE (reading) : 
( 


DEAR Mr. HuGHEs: This will acknowledge receipt of your letter of August 11, 
together with accompanying statement which you had prepared to deliver in your 
reappearance before the subcommittee. The counsel, Mr. Keeffe, kept in close 
touch with your counsel at the Bureau of the Budget, Mr. Focke, seeking thereby 
to keep you currently advised of the status of the hearings. Your reappearance, 
of course, will be scheduled in the manner best suited to the orderly development 
of the facts in the hearing and progress of the hearing was delayed considerably 
by frequent pleas of privilege from various witnesses. 

We will make your letter and statement a part of the current record as you 
request. We will want to hear you on reconvening the hearings. 

I think it only fair to comment that your new statement is very interesting 
from several standpoints, specifically since you now state that it was not 
“mere happenstance” that the name of Adolphine Wenzell was not included in 
the chronologies and that “the question did arise whose names should be in- 
serted, and, specifically Mr. Wenzell’s name, and it was determined to omit 
his as well as names of other staff members who had attended conferences.” 

A rereading of your testimony when you appeared before the committee on 
June 27th and when the name of Wenzell in the chronology was specifically 
discussed with you shows that at that time you gave no indication that the name 
of Wenzell was ever specifically considered as being in or out of the chronology. 
It would seem to me that you would have told us about this on your first visit 
to the subcommittee Of course, during the intervening weeks we have obtained 
the testimony of others, including Mr. Cook of the Atomic Energy Commission, 
that the name of Wenzell had appeared in early drafts of the chronology and 
was deleted at the request of the Bureau of the Budget. 


We will want to go into this more thoroughly when you return. 
Sincerely, 


Estes Keravuver, U. 8. 8. 
Senator Kerauver. Then, I think, to bring the matter up to date, 
Mr. Hughes’ statement, which was sent up with his letter of August 
11, should be read. It is a fairly brief statement. Do you wish to 
read it or have Mr. Focke read it? It would be well to read the entire 


thing before asking Mr. Hughes any questions about it. 
Mr. Focxe (reading) : 


Since it has been asserted, in effect, that there was some ulterior purpose in 
omitting the name of Mr. Adolphe Wenzell from the Budget Bureau’s release of 
August 21, 1954 this is the rather voluminous document setting forth the chron- 
ology of principal steps and the pertinent correspondence relative to the participa- 
tion of the Budget Bureau in the AEC power contract matter—I wish to state 
emphatically that there is no significance whatever in the omission that is related 
in any way to anything improper. On the contrary, in the light of Mr. Wenzell’s 
status and duties from the Budget Bureau’s point of view, such omission was 
quite in order under the circumstances. The omission of the name of Mr. Paul 
Miller hardly requires mentioning 

Mr. Wenzell was asked by Mr. Dodge in 1953 to act as a part-time consultant 
to make an analytical survey for the Bureau of the Budget of TVA accounting 
reports and comparative costs long before Messrs. Dixon and Yates indicated any 
interest in constructing a plant to relieve TVA of some AEC powerload. When I, 
after consulting with Mr. Dodge, asked Mr. Wenzell in early 1954 to lend his 
services and skill to certain exploratory phases of proposals to construct such a 
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plant, I did not know, and there was no evidence that would have given me reason 
to believe, that the First Boston Corp. had any intention—if, indeed, it did have— 
to become connected in any business way with such a proposal. An indication 
of a possible future interest in that direction on the part of the First Boston 
Corp. was made to Mr. Dodge and to me by Mr. Wenzell some time before his 
last contact with the Bureau, but if any such relationship existed at the time 
Mr Wenzell left—which was in early April of 1954—I was not aware of it; and, 
indeed, when I recently appeared before this committee, I had been under the 
impression—apparently erroneously gained from statements to the effect that 
First Boston would receive no fee from the transaction—that there was no con- 
tractual relationship between First Boston and the Dixon-Yates people. I had 
not read that portion of the testimony before the SEC, to which you referred, 
nor had the contents of the press release of the First Boston Corp. of February 
21, 1955, been sent to me nor come to my attention. 

Mr. Wenzell’s services were in a limited field in relation to certain technical 
aspects. The Bureau was particularly concerned to see that any proposal con- 
sidered actually met the fiscal standards established by the Bureau, namely (1) 
that the cost of power contracted for by the Atomic Energy Commission be rea- 
sonable in relation to costs of other power which it was using; and (2) that the 
cost of power under any proposal could be reconciled with the estimated cost of 
power from the proposed Fulton plant after taking into consideration such 
factors as taxes paid and cost of interest. It was in relation to checking for us 
on these phases that Mr. Wenzell’s advice was sought by the Bureau. 

You and other members of the subcommittee have stated the principle that 
a financial agent for a private concern dealing with the Government should not 
have a hand in determining for the Government its policies in connection there- 
with, and that an individual should not otherwise “serve two masters,” especially 
where the Government is one of them. I surely agree with this principle, but it 
is certain that the forepart of such a principle was not involved in this instance. 
The facts were entirely to the contrary. As to the latter part, it is clear beyond 
any question in this specific instance that, whatever the relationship between 
the First Boston Corp. and Messrs. Dixon and Yates at the time, the terms of 
the proposal of the latter were examined and reviewed in every part by regular 
Government-oflicial experts who also drafted and revised the many provisions 
which ultimately became the contract; and the contract based on these negotia- 
tions was not approved until November—more than 7 months after Mr. Wenzell 
had ceased to have any connection with the Bureau. Also, it should be pointed 
out that the negotiations of the contract were carried on for the Government by 
the AEC—not the Budget Bureau. 

Having demonstrated that there was no impropriety on the part of the Bureau— 
nor on my part personally—in consulting with Mr. Wenzell, I come to the ques- 
tion of the omission of his name from the Bureau’s release of August 21, 1954. 
Before reaching that point, however, may I state in passing that, from where I 
stood, Mr. Paul Miller had no role for us in the matter. While I must have been 
introduced to him on January 20, 1954, I do not recall him, and I believe that 
that was the only occasion when he visited my office. I cannot feel that the omis- 
sion of his name—viewed in the most critical light—should have any significance 
whatsoever. 

Returning to Mr. Wenzell’s name, may I state that while we valued his services 
and skill, his status was in the capacity of a part-time staff member, and, indeed, 
his contribution to the Bureau's consideration of the problems involved was not 
as great as some of the regular members of our staff working in this matter. 
We viewed them all in the same category. The names of such staff members 
were omitted. For example, on January 20, 1954, Mr. McCandless, Assistant 
Director of the Bureau of the Budget for Budget Review, was present at the 
meeting, yet his name was not mentioned, and in the item on page 3 of the 
chronology covering the period March 3, 1954, to March 19, 1954, numerous mem- 
bers of the Budget Bureau’s staff, in addition to Mr. Wenzell, were present on at 
least two oceasions. Also, on April 3, 1954, Mr. McCandless and Mr. Belcher, 
Assistant Director of the Bureau, as well as Mr. Wenzell, were there, yet they, 
too, were not listed. 

Mr. Frank Adams and his assistant, Mr. Roberts, from the Federal Power 
Commission, were referred to by name and as technical consultants or by a 
similar phrase. It would have been inaccurate to have included Mr. Frank 
Adams in the category of the Bureau’s “staff” while, on the other hand, it was 
quite aecurate to embrace Mr. Weuzell, despite his intermittent service, in such a 
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classification. Of course, Mr. Adams’ name should have been expressly men- 
tioned anyway, since among other activities he took a leading part in confer- 
ences with TVA, AEC, and MVGC officials and also took part in presenting the 
matter to the congressional committee. His functions far exceeded the limited 
services of Mr. Wenzell. 

The committee should not be left with the impression that this differentiation 
between principals and staff was a mere happenstance. The question did arise 
as to whose names should be inserted and, specifically, Mr. Wenzell’s name, and 
it was determined to omit his as well as names of other staff members who had 
participated in conferences. There were at least two motivating factors in this 
respect. First, it was believed that mention of his name wouid have greatly 
exaggerated his participation in the matter, both actually as well as in relation 
to the participation of other members of the staff. Mr. Wenzell had nothing to 
do with policy considerations and his participation was confined merely to a 
limited technical phase. Secondly, since we did not mention all members of 
the staff who participated, we did not mention Mr. Wenzell. This was done, 
however, with no intention to mislead anyone, nor to withhold knowledge of 
his connection with the Bureau. At no time was Mr. Wenzell admonished not 
to disclose such connection. It certainly was not and is not regarded as a fact 
which should justify criticism. The failure in the aforementioned Budget 
Bureau release to mention Mr. Wenzell’s limited Government services in rela- 
tion to the Dixon-Yates matter has, in my opinion, only tended to cause conclu- 
sions to be drawn which go beyond what the actual facts themselves justify and 
therefore such conclusions are entirely unwarranted. 

In any event, let me assure the committee that the omission of Mr. Wenzell’s 
name was not due to any belief that the Bureau of the Budget had been involved 
in any transaction which was not entirely circumspect. Indeed, I wish to 
emphasize that, from our viewpoint, there was and is no impropriety whatso- 
ever. 

On Tuesday of last week— 


and this relates to the week prior to August 11 for which this state- 
ment was prepared— 


Mr. Dodge, who was Director of the Bureau of the Budget up to April 15, 1954, 
appeared before your subcommittee and, in accordance with the lresident’s 
announcement in his press conference of July 27, 1955, Mr. Dodge in his clear 
statement and testimony fully explained again the reasons for the policy and 
the development of the private power contract (which eventually became the 
Dixon-Yates contract) by AEC to release TVA power so that TVA could meet 
the growing needs of its non-Government users. He also explained Mr. Wenzell’s 
relationship with the Bureau and the circumstances of the termination of his 
service. 

I believe that Mr. Dodge’s testimony and this statement will serve to place 
the status, functions, and importance of Mr. Wenzell in his Ludget Bureau 
relationship in proper perspective. 


Senator Kerauver. Thank you very much, 

Mr. Focxr. Yes, sir. 

Senator Kerauver. Mr. Hughes, you accept that as your statement ? 

Mr. Hucues. Yes. 

Senator Kerauver. This statement was made as of August 11. Since 
that tme, as we all know, the contract has been held to be of no obli- 
gation to the Government becaues of a conflict of interest or apparent 
conflict of interest. 

Since that time Mr. Mitchell, the General Counsel of the Atomic 
Energy Commission, in his opinion, has found— 

Under the circumstances, it appears that Wenzell, while having a conflicting 
private interest, acted as one of the principal advisers of the Government in 


the negotiation and formation of the terms of reference upon which the contract 
was founded. 


Do you wish to add anything at this time or supplement your state- 
ment in any way before we go on with some questions? 
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Mr. Hucues. Well, in the first place, of course, as Chairman Strauss 
pointed out, and was brought out at the meeting today, this is not a 
finding of a final opinion, but the reference to the fact that it must be 
a conclusion that it must be decided in the courts. 

But, perhaps, in this connection, I might outline briefly the sequence 
of events in connection with it, which I think might be helpful, to 
place the parties better. 

The original decision, of course, has been explained by Mr. Dodge 
and others, to find a solution to the budgetary problem of providing 
proper electric energy sources in the TVA Valley without incurring 
additional governmental expense for steam plants which the Con- 
gress had turned down a number of times and which the administra- 
tion was against as a matter of policy, resulted in a solution being 
worked out. 

I did not know anything about this, of course. This came to me as 
a finished job by Messrs. Dodge and Strauss, to find the solution by 
providing a relief to the TVA of its power in the power demands, of 
the AEC power demands on TVA. 

This meant getting in touch with somebody, whether or not some- 
body could provide such facilities, and Mr. Strauss talked with his 
people, talked with McAfee, and they found out that there was a 
possibility of doing it, and so the decision was made, which was then 
communicated to me, and we went ahead with the budget on this 
basis. 

At that time the meeting was arranged with McAfee, who later on 
brought in Dixon, because of the fact that it was soon ascertained, 
as Mr. Strauss explained today, that if you had the powerplant at 
Paducah, you would not be providing the most economical arrange- 
ment because of the fact that the cancellation clause would call for 
returning power in an oversupplied area. 

Secondly, if you provided power at Paducah and canceled the 
furnishing of that power by the TVA plant, you would then involve 
a very expensive and unproductive power transmission from Paducah, 
the Paducah area, to Memphis, where the TVA wanted the power. 

So they decided on proposing a replacement basis which was, of 
course, the basis of the Dixon- Yates contract. 

The details of that were then worked out all the way through as 
far as the plans were concerned with the staffs of the Budget Burean 
and the TVA, AEC, each doing their part to find out what could be 
accomplished in that connection, and one of the vital factors was this 
question of interest rate. 

In that connection, we called on Wenzell because we had no people 
expert in it. But Wenzell’s job was not to determine the interest 
rate, which is one of the misapprehensions, but to give us information 
on what the interest rate could be and what the terms could be for 
marketability. 

In other words, he was reporting accurately on the conditions of the 
market, which he did, and it stood up, and then after long negotia- 
tions or not negotiations but long considerations of various ways of 
doing it, which are already expressed in the various documents that 
have been published, why, the offer was made of April 10 which was 
considered to be sufficiently good to be worthy of some consideration. 

At that time we had another offer, which the AEC undertook to 
examine and go into and which, after 5 or 6 weeks, they found out 
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would not serve the purpose for the provision of the power called 
for under the proper terms, and so wrote us, which is actually in the 
record. 

Therefore, it was decided, as has been explained in the chronology 
already released to go to the President with the proposal, and the 
Senators and Representatives were called in to consider it in a regular 
legislative leaders meeting, and after a full exposition and explana- 
tion on the part of Messrs. Strauss and myself, and the answering of 
many questions for about 2 hours or so, it was finally agreed unani- 
mously that this was a project. which could be carried out and should 
be moved ahead ; and of course, at that point Admiral Strauss pointed 
out that he needed a letter because of the condition in connection 
with certain of his members, which was already also in the record, 
and that letter was written, and the procedure was started on its final 
negotiation which eventually in November worked out into a, contract 
that has been examined and approved by everybody who could pos- 
sibly have any interest in it, and despite all the efforts, I do not think 
there is a real serious complaint that it is not a proper contract; at 
least it was voted and approved by all the different parties concerned, 
and that is the way we stand today, sir. 

Senator Lancer. Was it approved by TVA? 

Mr. Hugues. TVA did not have an occasion to approve it. They 
studied it, knew all about it, but they were not a party to it. 

Senator Keravver. Well, I suppose what Senator Langer has ref- 
erence to is that TVA never did agree to the taking of electricity from 
Dixon- Yates. 

Mr. Hugues. That is right. 

Senator Krrauver. That is what you had reference to. 

Senator Lancer. That is right. 

Senator Keravuver. They did not approve it. 

Mr. Hueues. That, of course, result was accomplished when Mem- 
phis decided to build its own plant, which is entirely in accord with 
what the President had said he had been interested in having it taken 
care of by local interests, and that took care of the problem, and then 
there was no more demand for the supply of power. 

Senator Kerauver. Mr. Hughes, as we start our testimony, I think 
it is important to get clear this matter. Do you or do you not agree 
with the position now taken by the General Counsel and by a vote of 
the Atomic Energy Commission, apparently acquiesced in, at least, 
by the Attorney General of the United States, that this contract, 
because of the dual interest of Mr. Wenzell, cannot be recognized 
as an obligation of the Government of the United States? 

Mr. Hueues. Of course, on the terms that they have, the entire 
statement of the opinion, which is merely to point out that there 
has been sufficient evidence, which we did not know about in the 
Budget Bureau or in the Atomic Energy Commission, as they point 
out, why, we have no quarrel with their finding that it should be 
referred to the court for decision. But we have no knowledge of that 
of our own dealings, and had no knowledge during this period. 

Senator Keravver. Yes. I notice in Mr. Mitchell’s opinion that he 
says: 

Nevertheless, these elements of the terms of reference upon which Wenzell 
advised both the Government and the prime contractor— 
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no, he says in here—yes 


the conflicting private interest of the Government adviser was not known to his 
superiors in the Government and only came to light recently. 
What I want to get straight from you, Mr. Hughes, is it your 


intention to fight this lawsuit and to—of course, that is not in your 
province 


Mr. Hueues. No. 

Senator Krerauver. As a witness, and you undoubtedly will be, 
are you for this contract as a valid contract or are you going to support 
the position of the Government that there is no obligation to the 
Government under it? 

Mr. Hucues. It is not my position to either support or nonsupport 
the Government position. I shall testify to the facts as I see them, 
and I agree with what Mr. Strauss said in the last paragraph of his 
statement here: 

I should also say that my views have never altered in respect to the fact that 
the objectives of this contract were sound, economic, and in the public interest ; 
despite the circumstance that has arisen that a conflict of interest may have 
made the legal instrument void or voidable— 
and I should entirely go along with that. 

Senator Krrauver. Do you approve, sir, of the conflict-of-interest 
element that was practiced upon you in this contract, in this matter? 

Mr. Hueues. If it turns out finally in the court, I would certainly 
not approve it. I did not know anything about any such operation, 
and would not be in favor of it, naturally. 

As far as we were concerned, we know of no conflict of interest. 
The man was working for us on a simple straightforward operation. 

Senator Krravuver. Do I get your testimony then that you knew 
of no conflict of interest? You did not know that Mr. W enzell was 
there advising you and, at the same time, was a vice president and 
member of the executive committee representing First Boston Corp. ? 

Mr. Huerrs. We knew he was from the First Boston Corp., but 
we had no knowledge that he was representing them, and that is a 
matter that the courts will have to work out. We do not know today; 
nobody knows. Even the Atomic Energy Commission in their Com- 
mission Counsel’s report do not know, and I would like to also men- 
tion, if I may, I noted that in your original introduction you spoke 
of the fact that Wenzell spoke to Dixon and Hughes re conflict of 
interest. 

I do not know what Wenzell spoke to Dixon about, but he did not 
speak to me about conflict of interest. The only question he raised 
with me was a very simple question in February—I think it is all 
in the testimony—that if anything ev entuated on this, would the First 
Boston be shut. out as a participant in any financing syndicate, and 
T told him, I said, “Well, I don’t know. You will have to check that 
back with your own people and then talk to Mr. Dodge about it.” 

Later on, we see from the testimony now, that he did go back 
and talk with his people and with his lawyers s, and apparently he 
reported back to Mr. Dodge, as has been testified. But he did not 
tell Mr. Dodge anything of that either, so we knew nothing about it. 

Senator Krrauver. Mr. Hughes, for the first time we learned after 
you were here, in testimony from Mr. Dixon and later from Mr. Wen- 
zell, that actually Mr. Wenzell came to see you, came to see Mr. Dodge, 
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according to his testimony, in February, and he came to see you in 
February 1954, at the very time he was working on this contract, and 
told you of his possible conflict of interest. | 

Mr. Hucues. I told you what he told us. 

Senator Kerauver. Well, he asked you 

Mr. Hugues. Which was that one question ? 

Senator Kerauver. He asked you if this was going to preclude 
First Boston from taking part in the financing; w asn’t that it? 

Mr. Hugues. That is right. 

Senator Kerauver. Didn’t that show that he was interested in it? 

Mr. Hucues. That showed he was questioning 

Senator Kerauver. May I see that note, please? 

Mr. Fockr. Yes, sir. 

Mr. Hucues. “Future conflict.” 

Senator Keravuver. Let us let the witness testify and not get things 
out of order. 

Mr. Focxr. Excuse me, Senator, I did not mean to—I was not trying 
to testify. It was not out of order. 

Senator Dirksen. It is not out of order. 

Mr. Hueues. It is not out of order. 

Senator Kerauver. What does it say? “Future conflict.” 

Mr. Focxr. Future conflict. 

Senator Keravver. What is the purpose of giving it to Mr. Hughes? 

Mr. Focke. I gave it to Mr. Hughes because I was his counsel. I 
was informed before I came here that he could be represented by coun- 
sel, and I am Counsel for the Bureau of the Budget. 

Senator Kerauver. What does “Future conflict” have to do with the 
legal opinion ? 

Mr. Focxs. The point I was trying to make, Mr. Chairman, was 
that in previous discussions of this matter, Mr. Hughes has stated 
that Mr. Wenzell’s conversation with him involved a ‘possibility that 
at some future time the First Boston Corporation might want to 
become interested in this contract. 

Senator Kerayver. This is not a legal opinion; this is an effort to 
prompt Mr. Hughes then? 

Mr. Fockr. Yes, sir; it was. 

Senator Keravuver. All right, fine; thank you. 

Senator Dirksen. Mr. Chairman 

Senator Keravver. Let us not prompt him any more; just let him 
testify. 

Senator Dirksen. We had better set the rules. I want to know 
what the rule is. These people are on the staff. 

Senator Krravver. Let us set the rule. If Mr. Hughes wants to 
consult with his counsel, let him ask permission, but I am certain 
that Mr. Hughes does not want people passing up answers, suggesting 
that he give those answers, which was the case here. 

Mr. Hugues. I know that particular point because I have covered 
it myself. 

Senator Krrauver. Let us get at the matter. 

Mr. Wenzell, in February, came to you and he told you, you got it 
clearly that he had in mind that First Boston might be interested ? 

Mr. Hvenrs. Yes. He said, “Does this activity preclude the First 
Boston taking any part in any "syndicate that might be worked out if 
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a contract is worked out?” There was no contract at that time or 
even in sight. 

Senator oly! ver. What did you tell him? 

Mr. Hugues. I said, “You will have to go back right away and go 
back and talk “te your own people and then come back and talk to 
Mr. Dodge.” 

Senator Krerauver. You were informed right then and there there 
was a possible conflict of interest, Mr. Hughes. 

Mr. Hueues. It had not developed at that stage, sir. 

Senator Krravuver. I know, but that he had in mind a conflict of 
interest. 


Mr. Hucuers. He was asking questions. They might not do it; 
they did not have to do it. 


Senator Krrauver. Are you going to wait around until the agent 
acts before you do something to stop him ? 

Mr. Hucues. We told him to do something about it. 

Senator Keravver. Did you tell him not to take any part in the 
business ? 

Mr. Hucues. No; we told him to go find out and come back and 
report, which he did. 

Senator Kerauver. Find out from his company ? 

Mr. Hucues. Yes, sir. 

Senator Keravver. Did you ask him again what had been done 
about it ? 

Mr. Hucues. No; because he came back and reported to Mr. Dodge. 

Senator Kerauver. Well, you and Mr. Dodge—— 

Mr. Huares. As has been testified. 

Senator Kerauver. Well, you and Mr. Dodge were working to- 
gether ; were you not ? 

Mr. Hueues. Certainly. 

Senator Krrauver. Mr. Dodge him that maybe he had better leave 
as quickly as possible, but you kept him around until in April? 

Mr. Hucues. I did not keep him around. 

Senator Kerauver. He was there until April, was he not? 

Mr. Hucues. Yes, but I did not keep him around specially. 

Senator Keravver. So the fact is you were advised—to say nothing 
of Mr. Miller, and you do not remember him very well—by Mr. Wenzell 
himself that he certainly had in mind some possible business for his 
company. 

Mr. Hvenes. That was not solely my responsibility at that time, 
but even if it were, he was dealing with something which was not in 
existence at that day or even might 1 never come into existence. 

Senator Kreravver. Well, Mr. Hughes 

Mr. Hucues. How do we know the First Boston was going to take 
any partinit? Wecould not tell. 

Senator Krerauver. Mr. Hughes, when you found out that he had 
something like that in mind, did you think it proper to permit a man 
to continue on in a dual capacity when he might have in mind getting 
business for his company ? 

Mr. Hucurs. He had to make the decision, and that is what he did. 

Senator O’Manoney. Why didn’t you make the decision ? 

Mr. Hvuenes. It was not anything but a question at that time, which 
was later on taken up and discussed not with me; it was not my 
decision. 
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Senator Kerauver. Why didn’t you lay the law down right then and 
there, sir, “If you have in mind this, you get out of here quick; we 
cannot have a dual capacity.” 

Mr. Huaeues. I believe that was laid down to him by Mr. Dodge. 

Senator Kerauver. The testimony does not so show, Mr. Hughes. 
You were the man 

Mr. Hucues. No, no; I thought Mr. Dodge said so in his testimony. 

Senator Krrauver. And you had taken over as Director of the Bu- 
reau of the Budget ? 

Mr. Hueues. I had not, sir. 

Senator Kerauver. You did in April. 

Mr. Hucues. April, but this was long before that. en 

Senator Krerauver. Well, you were the man who was running it. 
Mr. Dodge said he turned over the responsibility to you. 

Mr. Hueues. No; I beg your pardon, sir. 

Senator Kerauver. Then you tolerated him staying on even though 
he had in mind getting some Sesinans for his company ¢ 

Mr. Hucues. That was not my decision at that point and I did not 
know that he was going to get business. He did not say he was going 
to get business. He raised the question. 

Senator Krrauver. Of course, he would not get business until the 
business came, but he was there working on it. 

Mr. Hueues. Even then he did not say he was going to get busi- 
ness or anything of that nature. 

Senator O’Manoney. Mr. Chairman, may I ask a question ? 

Senator Keravuver. Senator O’Mahoney ¢ 

Senator O’Manonry. Is it proper to ask, Mr. Hughes, will you re- 
state what the question was that Mr. Wenzell put up to you ? 

Mr. Hueues. Simply the question did we think that there was going 
to be—that his activity, advising us, would prevent the First Boston 
having any part in any subsequent development of some kind of a 
financing arrangement. 

Senator O’Manoney. Well, did you have any opinion at that time? 

Mr. Hucnes. Not at that time. He said he did not know whether 
he was going to doit. I said to go back to his people to find out. 

Senator O’Manonery. But he asked you, with respect to the future 
activity. 

Now, either you believed at that time that it would be out of order 
for him, having been an adviser to the Bureau of the Budget, to have 
his company, of which he was vice president, participate; or you did 
not. 

Now, you did not give him either answer according to your testi- 
mony. 

Mr. Hueunes. No; it was not my place at that time. 

Senator O’Manonry. You merely told him to consult his own 
people ? 

Mr. Hucues. That is right, to get their opinion of what they were 
going to do and all about it. 

Senator O’Manoney. Was it not a decision for the Bureau of the 
Budget to make ? 

Mr. Hucues. Not my decision, sir; that was Mr. Dodge’s decision. 

Senator O’Manonry. Why didn’t you refer him to Mr. Dodge? 

Mr. Hugues. I did. 
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Senator O’Manoney. Instead of his own people. 

Mr. Hucues. I did; I referred him to Mr. Dodge. 

Senator O’Manoney. That was not your testimony ; your testimony 
was you referred him to his own people. 

Mr. Hueues. No; I told him to go to them and to refer back to Mr. 
Dodge. 

Senator O’Manoney. What did he tell them ? 

Mr. Hucues. Idonot know. Mr. Dodge referred to that. 

Senator Kerauver. Well, Mr. Dodge “testified he came back 

Mr. Hucues. He asked him about the same thing. 

Senator Krrauver. Asked him about the same thing. 

“Well, you had better finish up your work here and get out in the 
future.” 

But the point is, Mr. Hughes, as the responsible protector here of 
the Government when a possible conflict of interest was called to your 
attention, why did you permit it to continue ? 

Mr. Hue uEs. I did not have hardly anything to do with the business 
as far as I was concerned after that, because I only saw him twice 
after that. 

Senator Kerauver. All that he was, as Mr. Mitchell says, was the 
principal negotiator for the Government. 

Mr. Hucues. That is not true. 

Senator Krerauver. Well, one of the principal advisers is what he 
said. 

Mr. Hucues. And they rather questioned that in their statement 
here anyway. 

As far as we were coneerned, and irrespective of that, he was not a 
principal adviser to us. We did not consider him so. 

Senator Kerauver. Anyway, he was principal adviser enough to 
get the business for First Boston. 

Mr. Hucues. No; I think they would have gotten the business any- 
way. They were the principal factors, as I understand it, in that 
type of thing. 

Senator Kreravuver. Well, not only did Mr. Wenzell himself talk 
about it with you, but Mr. James and Mr. Dixon talked with you 
about it. : 

Mr. Hueues. I have no recollection of any such conversation, and 
their testimony, I have read it through, and it seems very uncertain 
to me. I do not know what they said. If they said anything—but 
nothing registered that they were talking about. 

Senator Keravver. Let us just get their testimony. They testified 
that in February 1954, they saw you—can I get that testimony ? 
They saw you and talked with you about it, and you told them what— 
they told you what the situation was, and that, as I remember it, 
you did not make any objection. 

Mr. Hvcnrs. They said IT made no comment. Well, if I heard 
what they said, I am sure what they said, they said anyway I would 
have made some comment. 

Senator Krerauver. What would you have said? 

Mr. Hueues. I do not know. It depends upon what they said. 
T am not sure what they said. 

Senator Krravver. Well, you did not take any position when Mr. 
Wenzell came to you. 
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Would you have taken any position when they came to you ? 

Mr. Hucues. I do not believe that is a fair statement of the case. 
did take a position, told him to go do something about it. 

Senator Krravver. Then you deny that these two gentlemen talked 
with you about it ? 

Mr. Hugues. I have no recollection of any conversation with them 
whatever on this particular subject. 

Senator Keravver. When did you first find out First Boston be- 
ame the financial agent ? 

Mr. Huenes. I guess right after we had our appearance here last 
June. 

Senator Kerauver. That was the first you ever found out about it ? 

Mr. Hucues. The first I knew they were in that capacity. I called 
up and checked, and they said they did not have any connection, no 
fees, and so forth and soon. I took it they were out completely. 

Senator Krravver. Mr. Hughes, by the way, I do not find the orig- 
inal chronology in which Mr. “Wenzell’s name is stricken out here by 
Mr. McCandless. Where is that? 

Mr. Hvueues. I do not know. I have no sueh—— 

Senator Kerauver. Mr. McCandless, do you know where it is ? 

Mr. McCanptess. His name was never stricken out of our chron- 
ology; it never appeared there in the first place. 

Mr. Hvucnes. He never was an important enough factor in the 
picture. 

Senator Keravver. The Atomic Energy Commission came up with 
a chronology, and had their testimony that you told him to strike out 
his name, Mr. McCandless, and they originally thought it was left 
with you, and I wondered where it is. 

Mr. McCanptess. The only original was not left with me, Senator. 
I might explain that, if I may. 

The chronology started out with some notes that Mr. Cook sent 
over, or brought over, I do not recall which, that they had made in 
the Atomic Energy Commission. I believe they were partially some 
of Mr. Williams’ notes, and maybe some of Mr. Cook’s, I do not recall; 
and that we started the chronology from there, and we built it up in 
our place from records, such rec ords as we had, and it never appeared 
in our chronology at all, Iam sure of it, because we had had an under- 
standing with Mr. Hughes, as we started as to the general outlines of 
what would be in the chronology, the details that would be in there, 
and it was agreed we would leave all Bureau staff, except the prin- 
cipals, let’s say, out, and that was done. 

Senator Kreravuver. Well, you did tell Mr. Cook when you came over 
to take it out of his ae d 

Mr. McCanoptess. I did not ever see it in his chronology, Senator. 
I saw it in these notes that he sent over. 

Senator Kerauver. Well, you told him to take it out or to leave it 
out; did you not? 

Mr. McCanoress. No; the first draft I made—I do not think T did, 
sir. Let me say it this way: I think that we had agreed in the Bureau 
us to what our chronology would contain in the way of names. It 
would only mention the principals. 

T am quite sure that I urged on Mr. Cook that they do the same with 
theirs. It happens that they did, I mean, they came over with these 
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notes, and had the names in there, I am sure; those are the only two 
names that were in there of our staff that did not appear on our 
chronology. 

I did not ask them to take them out. I told them what we were 
going todo. I urged, as a matter of procedure, that I hoped theirs 
would be thesame as ours. It was not to cover up Mr. Wenzell’s name, 
or take his name out any more than it was mine or anybody else’s. 

As a matter of fact, if I remember correctly, in one draft—this was 
the draft of their chronology, not the notes—they had my name in 
a meeting; I was not there. I asked them to take it out. They did 
take it out. 

Senator Keravuver. Well, naturally, if you were not there, you 
would ask them to take it out. 

Mr. McCanptess. Yes, sir. 

Senator Keravuver. You dispute Mr. Cook’s testimony that he 
omitted it from the AEC chronology because of your request? 

Mr. McCanotess. I think Mr. Cook explained that rather 

Senator Kerauver. Just answer me whether you refute or whether 
you agree with his testimony. 

Mr. McCanptess. I do not know what Mr. Cook—why he took it 
out. That was their decision to take it out, not mine. 

Senator Krrauver. Mr. Hughes, when Mr. Wenzell told you that. 
he had in mind asking whether you were going to preclude the First 
Boston from business, did it not alarm you ? 

Mr. Hucues. We did not think of him as a very important cog in 
the machine. 

Senator Kerauver. Whether he was important or not, did this make 
any difference, if he was there representing his company on the Bureau 
of the Budget at the same time? 

Mr. Hueues. Well, I told him, as I have already testified, that we 
sent him back to his people and then to come back and tell us. I guess 
he did that. 

Senator Krravuver. As of that time he had already been there doing 
some work, had he not, in connection with this contract ? 

Mr. Hucnues. Advising us; yes, sir. 

Senator Kerauver. My question is, did it not alarm you to find that 
you had a man there who was thinking about an outside contract with 
his own concern ? 

Mr. Hueues. It had not reached anything like that stage yet. 
Naturally we gave attention to it, as I say. 

Senator Kerauver. Of course, if you were concerned, you would be 
concerned before it reached the stage of being—I am just asking 
vou whether it did not concern you at that time. 

Mr. Hucues. I think it concerned us enough to tell him to go and 
check and come back. 

Senator Keravuver. Did it concern you enough to pass instructions 
that his principal, the First Boston, could not be a financial agent in 
this contract ? 

Mr. Hucnes. No; we had no authority over that. 

Senator Keravuver. Well, it would have been very easy to have done, 
to have advised him that because of his being a First Boston man, 
and being there with the Bureau of the Budget, under no conditions 
could First Boston be the financial agent. 
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Mr. Hucues. The question was not as to a financial agent anyway 
at that time. It was whether or not they should be members of the 
setup, not financial agent. In fact, I did not know what a financial 
agent was at that time. 

Senator Keravuver. With all your experience in banking, you did 
not know what a financial agent was? 

Mr. Hueues. I did not come to that side of it. 

Senator Kerauver. Mr. Hughes 

Mr. Hueues. I have not been in investment banking. 

Senator Kerauver. Mr. Hughes, it is important, is it not, that a per- 
son can only represent one side of the controversy, particularly where 
the Government is involved; is it not? 

Mr. Hucues. Of course. 

Senator Keravuver. Why did you sit there and permit him to con- 
tinue on with that in mind? 

Mr. Hveues. It had not come to anything of that nature at that 
time. We sent him back to find out about it. I do not know how 
many—how I can say it any different, sir. 

Senator Kerauver. That was in February. He stayed during 
March, and then on into April. 

Mr. Hueues. I was away in March, a good bit of March, so I do not 
know about it. 

Senator Kerauver. Are you aware of the fact that he partici ipated 1 in 
preparing the February 25 proposal to the Atomic Energy Commis- 
sion for Dixon- Yates ? 

Mr. Hueues. No, only so far as he talked with us. 

Senator Kerauver. But you had him down there to negotiate and to 
help with the matter as a representative of the Bureau of the Budget? 

Mr. Hucues. He was not there to negotiate, so far as I know. 

Senator Kerauver. But he did negotiate, you found out; did you 
not ? 

Senator Dirksen. May I intrude a question ? 

Mr. Hucues. I do not know. 

Senator Kerauver. Yes, indeed. 

Senator Dirksen. I think we ought to be clear as to just what the 
functions of the Budget Bureau were here. 

You had nothing to do with negotiating this contract; did you? 

Mr. Hueues. We had no part in that at all. Our part was a test, 
to see that it adhered to these fiscal checkups, as to costs, and the 
provisions with regard to relative cost of plant, and relative cost of 
energy as compared with the present cost to the AEC. 

Senator Dirksen. Was there any activity in the Budget Bureau that 
by the remotest concept could be regarded as negotiation as distin- 
guished from gathering up pertinent data with respect to the Govern- 
ment interest 

Mr. Hueues. No. We had no part at all in negotiation from the 
beginning to the end. 

Senator Dirksen. So the whole negotiation feature was in the hands 
of the Atomic Energy Commission ? 

Mr. Hucues. That is right. 

Senator Keravver. Is that actually true, Mr. Hughes? Did not 
the President send you a directive to have you direct ‘the Atomic En- 
ergy Commission to negotiate the contract, and didn’t you approve it 
when it was offered ? 
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Mr. Hucues. No. Like a lot of other people, we had to approve 
the phases of it that were of interest to us. We did not approve it 
and did not know anything about the details of the terms. 

Senator Kerauver. Are you familiar, Mr. Hughes, with the AEC 
later chronology? ‘This was not in their original one, of course, but 
after April 3, 1954, it states that Mr. Wenzell was advised by Mr. 
Nichols that it appeared that the Dixon- Yates people were now getting 
within the range of possible discussion and suggestion, that Wenzell 
encourage the Dixon-Y ates group to refine their figures.and come up 
with a proposal ; that they come up with a proposal that was based 
upon a fixed price for the construction of new facilities, and spell out 
clearly on what the demand for energy charges was calculated, and 
so forth, that your man was being used to negotiate the contract? 

Mr. Huenes. I did not know anything about it. I was very sur- 
prised to see that testimony. I did not know anything about it. 

Senator Krerauver. After the negotiations started with the AEC, 
what did you keep Mr. Wenzell for if he was not to participate? 

Mr. Hucues. 1 did not keep him for anything, so far as I was 
concerned. 

Senator Kerauver. You kept him until April. 

Mr. Hucues. No, he was merely there to turn over—as a matter of 
fact, the last time we saw him was April 3, and he was down on March 
2° or 23, after I got back, to make sure, I called him up to make sure, 
and that he turned over everything to Adams, and that was the last. 

Then on April 3, I do not know any particular reason he was there 
except ever vbody was in that particular meeting. 

Senator Krrauver. Did you make inquiry later as to whether he 
had mentioned the fact that First Boston might be interested in being 
financial agent? Did you make any inquiry of him—— 

Mr. Hugues. No. 

Senator Kerauver (continuing). As to what had happened about it? 

Mr. Hucues. No. 

Senator Kerauver. You were not concerned to do that ? 

Mr. Hucues. Too many other things to do. That was the AEC’s 
part, as far as I was concerned and, of course, the parties themselves to 
get their people, to get their— 

Senator Kerauver. Mr, Hughes, did you talk with Sherman Adams 
or anybody at the White House about Mr. Wenzell’s position with the 
First Boston ? 

Mr. Hucues. I am afraid I will have to bring up that old question 
which has been hammered out before on the privilege of communica- 
tions with the White House. 

Senator Kerauver. Well, I thought you brought in a lot of exhibits 
here. Are you going to be- 

Mr. Hucues. That is everything from the Reanim of the Budget. 

You have got everything from the Budget Bureau we have. 

Senator Krravver. Did you take up with anybody else outside of 
your department the possibility of Mr. Wenzell’s view of the relation- 
ship, when he mentioned it to you in February 19542 

Mr. Hucues. I think I am under that same restriction as regards 
to privilege of communication. 

Senator Kerauver. Did you talk with Admiral Strauss about it? 

Mr. Hucues. With Admiral Strauss about what now? 
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Senator Kerauver. About the fact that Wenzell had wondered 
whether he could get business for the First Boston, whether this might 
interfere with his getting business? 

Mr., Huenes. I do not know. We were in very close touch with 
Admiral Strauss, but I do not remember any specific conversation with 
him. We exchanged what we knew about all phases of this thing. 
I do not remember : any particular mention of that. 

Senator Keravuver. Will you tell us whether you talked with Mr. 
Sherman Adams or anyone in the White House about this matter when 
Mr. Wenzell mentioned it to you ? 

Mr. Hucuers. No; I will have to say that I am—respectfully I 
say, that is considered privileged, and I cannot testify as to that with- 
out breaking down the proper requirements of exec utive oper: ation. 

Senator Kerauver. Even in the face of the President's apparent 
desire that all the cards be put on the table here face up? 

Mr. Hucues. We have put all the cards on the table, so far as we 
are concerned. I do not think we can put the cards on the table about 
somebody else unless either the President tells us to or tells them to 
or they do it themselves. 

Senator Kerauver. Hasn’t he told you pretty plainly in this press 
conference ¢ 

Mr. Hvucues. He has told a number of things in the press confer- 
ence. He has emphasized that we have to adhere to these requirements 
the same as he has brought out in this oft-quoted memorandum to the 
Defense Department, various and sundry other places in his press 
conferences. 

Senator Krrauver. Mr. Hughes 

Mr. Hucues. You cannot pick out one thing, out of the press 
conference and disregard all the other things. 

Senator Kerauver. | am just talking about this thing, that there 
has been so much fanfare about, all the press could go down and get 
all the information ; it was all an open book. 

Mr. Hucues. Well, they couldn't get anything more than they have 
got now, because that i is everything. 

Senator Krrauver. Did you c: all Admiral Strauss to make an en- 
gagement for Mr. Wenzell to go down to see him on January 15, 
1954? 

Mr. Hugues. I have no recollection of it, but if he says I did, I did. 
I would not do it—I mean, if either Wenzell—well, I guess Wenzell 
would be the one to ask me to do it and I would call him up. 

Senator Kerauver. It was your desire that he go down and consult 
with Admiral Strauss / 

Mr. Hvuenes. I do not recall that that was so. Our purpose at that 
time was to get together this consideration of the whole question by 
the people in interest on January, whatever = date was, 20, or 
something of that sort, and we had no assurance at that time that 
anybody was going to be seriously interested in doink this job. 

Senator Kerauver. Well, did you talk with Admiral Strauss about 
Mr. Wenzell and what money rate it was that he had found in your 
conferences with him ? 

Mr. Hugues. We had from time to time, yes. 

Senator Krerauver. You mean, when you were negotiating the 
contract ¢ 
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Mr. Hucnes. We were not negotiating the contract. 

Senator Kerauver. I mean, when you were talking about the pre- 
liminaries ? 

Mr. Hueues. Surely, because that was a matter in which we were 
both very much interested; and he was interested, perhaps, more 
than us, and also very much more informed on the subject, and was, 
therefore, very helpful, and he thought the rate we were talking about 
was a good rate. 

Senator Kreravver. What did you tell Admiral Strauss about Mr. 
Wenzell’s finding ? 

Mr. Hucues. I do not remember, because we were not concerned 
at. that time, particularly, with Mr. Wenzell. We were concerned 
with the rate that was going to be put up by Dixon-Yates, and they 
were the ones that were talking about the rate and we were checking 
that rate with Wenzell to see if it was reasonable. 

Senator Keravuver. You did talk with Admiral Strauss about Mr. 
Wenzell ? 

Mr. Hvuenes. As I say, I cannot tell you any particular thing, but 
we talked about every subject, and we certainly talked about rates. 

Now, whether Wenzell came into it, I would not consider him at 
that stage—of course, all this stuff has been developed since—a par- 
ticularly important cog in the machine. He was a help to us, but 
no more than that. 

We have never talked with him about policy, whether this should 
be done or that should be done, and so forth. We did not do that. 
He did not offer that. He sat in the meetings and very often he would 
hardly say a word unless a question was directed to him. 

Senator Keravuver. Did you tell Admiral Strauss that this Dixon- 
Yates approach was one of the four ways that Mr. Wenzell in his 
study of what could be done about the TVA could come up with? 

Mr. Hucues. No; because in the first place, as Mr. Dodge pointed 
out, he does not consider it on all fours with that and, in any case, 
we never thought of that previous report. 

Senator Kerauver. Mr. Hughes, I suppose you heard about Senator 
Lister Hill’s speech on February 18, did you not? 

Mr. Huenes. I did. 

Senator Kerauver. When did you hear about it? 

Mr. Hucues. I guess almost at once. 

Senator Kreravuver. It was all over the papers, was it not? 

Mr. Hueues. I think so; but I saw it in 1 or 2 papers, yes; I do not 
know how many papers. 

Senator Kerauver. Did you talk with Admiral Strauss about it? 

Mr. Hucues. I cannot say for sure; no, sir. 

Senator Kreravuver. You testified before, when Senator Hill made a 
speech 

"ie. Hueues. If I happened to be talking with him during that 
period, I would have said something to him about it; yes. 

Senator Kerauver. When you were testifying here before about 
Senator Hills speech, you said you looked into it and found it was 
not true, and you sent that word to the President. 


Do you want to change your testimony as to whether it was true or 
not ¢ 
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Mr. Hucues. Well, I think that under the present circumstances, 
I should not have testified about anything I said to the President, and 
I withdraw that. 

Secondly, with regard to whether it is true or not, it is awfully hard 
to put yourself back into that position at that time, but from our 
viewpoint, certainly, then, Wenzell was not and had not been a major 
factor, a cause, a designer, or a mover, or anything else of anything 
that was done in connection with that operation. 

Senator Kerauver. Will you point out what is untrue about Senator 
Hill’s speech that caused you to question his veracity at the time he 
made his speech ? 

Mr. Hucues. The only question—any implication that there was 
something underhand and dirty going along, and that we were plot- 
ting with somebody to defraud the Government, or something of that 
sort, is not anything that was the case. 

Senator Kerauver. He just said you had covered a secret and you 
had covered a secret, had you not? 

Mr. Hucues. Not particularly. We just did not think it was im- 
portant. 

Now, today, of course, with all I know now, I certainly would have 
done differently. We wrote soon; we wrote him too soon. 

Senator Kerauver. When Senator Hill’s speech came out, you knew 
all of those facts, did you not, that he had been serving you and that 
he had also served his master, the First Boston Corp. ? 

Mr. Huceues. No; I did not know that he had served the First 
Boston Corp., if that is so, and there is much more evidence on that 
now than there was then, but I certainly 

Senator Keravuver. This was February 18, and you were here in 
the latter part of June; did you make interrogation then to find out 
whether First Boston was the financial agent ? 

Mr. Huerres. I did at that time, in February. 

Senator Keravver. Did you find that they were? 

Mr. Hucues. I found out that, as I understood it, they had no con- 
nection, were not getting any money out of it. 

Senator Krravver. Well, let us get the two separated. Did you 
find they had no connection ? 

Mr. Hvueues. That was my question. 

Senator Krrauver. Whom did you ask? 

Mr. Hugues. Wenzell. 

Senator Keracver. In February 1955? 

Mr. Hueres. Whenever this thing came out. 

Senator Kerauver. Whenever Senator Hill’s speech came out ? 

Mr. Hueues. Yes. 

Senator Krravver. Did you call him up on the phone? 

Mr. Huaues. I did. 

Senator Kerauver. All you needed to do was to look at the agree- 
ment, did you not ? 

Mr. Hucnes. Look at the agreement ? 

Senator Kerauver. Yes, between Dixon-Yates and First Boston. 

Mr. Hueues. I had no such agreement. 


Senator Keravver. But the agreement was available to you, was 
it not # 
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Mr. Hvueues. I do not know. I have no copy of it. So far as I 
know, we have no copy in the file. 

Senator Krravuver. Did you call Admiral Strauss about it? 

Mr. Hveues. I do not think so. 

Senator Krrauver. Wouldn’t that have been a natural thing to 
do, when a Senator said they had a contract ? 

Mr. Hucues. Maybe so. As I say, I learned at that time not to 
be too quick in answering Senators’ requests. I got back to the office 
about 2 o’clock, I guess it was, and they wanted a reply that afternoon. 
We got it out. 

Senator Kerauver. Senator Hill’s speech came about 1 year after 
you had talked with Mr. Wenzell. Can you think why you did not 
make any investigation at that time? 

Mr. Huaurs. At which time, sir? 

Senator Keravver. Well, at the time Senator Hill made his state- 
ment. You had known a year before that Mr. Wenzell was figuring 
on business, or thinking about it. 

Mr. Hueues. He mentioned it at that time, and then it was taken 
out of my hands, and as far as I know, it was taken care of. 

Senator Keravver. I do not find a memorandum which you sent 
as to the speech to the President, Mr. Hughes. 

Mr. Hucues. No, I tell you that is a privileged communication. 

Senator Kerauver. Then you did not send all the documents down 
to us? 

Mr. Hugues. Yes. Did you read the statement? I did not send 
any document that would go to the President. I said this material 
includes every single piece of paper from the files of the Bureau of 
the Budget which was prepared by persons in the Bureau and which 
constitutes a contemporaneous record of the contact with Adolphe 
Wenzell between May 15, 1953, when Mr. Dodge first talked with Mr. 
Wenzell about the proposed study of TVA and April 10, 1954, when 
we had our last contact with him on his second assignment. 

Everything having to do in the Budget Bureau, everything having 
to do— 

Senator Kerrauver. Doesn’t Senator Hill’s speech affect Mr. 
Wenzell? 

Mr. Hvucnes. I do not—the speech itself; it is the facts that 
affect 

Senator Kerauver. Well, you included in the chronology that you 
sent a memorandum to the President about Senator Hill’s speech. 

Mr. Hueues. I do not recall that. Is that in there? 

Senator Kerauver. I mean you included in the chronology some 
things that went to the President. 

Mr. Hucres. Those were where we were getting a decision. 

Senator Keravver. Are you at liberty to tell us what you said about 
Senator Hill’s speech to the President ? 

Mr. Huaues. No, sir; no, sir. 

Senator Kerravuver. Do you claim the privilege, one who is claim- 
ing it? 

Mr. Hvanes. What do you mean, sir, do I claim the privilege? 

Senator Kerauver. Well, I am asking you a question. 

Mr. Hucues. I regret I have to claim ‘the privilege; yes, sir. 

Senator Keravuver. I am not asking you what the Pi ‘esident told 
you; I am asking you what you wrote to the President. 
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Mr. Hucues. Well, that is a communication between us and the 
White House and except—the only exception that I can make to that 
is where there is some decision or — or disapproval or some- 
thing of that sort made by the President 

Senator KEFAUvER. Now, we have here—well, did you send, or talk 
with Sherman Adams about it? 

Mr. Hucues. The same thing, sir. 

Senator Krravver. This is really difficult for me to understand, 
Mr. Hughes. How in the light of the opinion here that there may 
be a violation of the criminal statute, maybe a criminal offense, par- 
ticularly in light of the President’s apparent desire that everything 
be put out on the table 

Mr. Hueues. Everything that we have, anything 

Senator Keracver. How you cannot tell us whether you talked 
with Sherman Adams or not. 

Mr. Hueues. Everything that we have had any dealings with with 
Mr. Wenzell is on the table. 

You have the whole thing, even down to pieces of paper, which 
should never be put out. I mean, they are just scraps that people 
make records of, and that kind. 

Senator Kerauver. We have here Mr. Dixon’s and Mr. James’ tes- 
timony which might refresh your memory. Have you read this, Mr. 
Hughes? 

Mr. Hueues. Yes; I have. It was an earlier part where Mr. Dixon 
was asked, and he said that he did not; and then Mr. James refreshed 
his recollection, and he said, yes. 

Senator Kerauver. He said: 

Again in my conversation with Mr. James last night, he recalled that he 
and I had been at the Bureau of the Budget on other business and that I had 
raised the question with Mr. Hughes. He recalled, as I recall, that Mr. 
Hughes made no comment. We have tried our darnedest. We cannot pinpoint 
the date. Obviously it was between the February date, when the question first 
entered our minds, and the time when Mr. Wenzell resigned. 

We just can’t come closer to it than that, and we are certain we did not make 
a special trip to the Bureau for the purpose. 

Senator Kerauver. What did you say to Mr. Hughes on that occasion? 

Mr. Drxon. I think’ Mr. James did most of the talking, and I think I raised 
the question that the thought had crossed through my mind that some charge 
might be levelled of what could be termed as two jobs. 

Let me say, sir, again, that this was a conversation well over a year ago. 
I cannot repeat it verbatim. I am trying my very best te give this committee 
my recollection of the facts. 

Doesn’t that ring a bell with you? 

Mr. Huentes. No, sir. I read that before and read it very carefully 
to try to recall any such conversation, and I cannot recall any such 
conversation. He has got to say more specifically what was said. 
I do not know whether that took place or not, but it certainly made 
no impression on me. 

Either we were talking about something else. If that is the case 
and he brought it in, I do not know, but I made no comment, which 
is not quite the thing, I think, I might have done. 

Senator Keravuver. Mr. James said further: 

It was a very complex situation, and it was extremely unwise, for that 
reason, to have Mr. Wenzell in the Bureau of the Budget if there was going 
to be any consideration of his firm as financial agents for the dealings of the 
company with the insurance companies and the banks. 





1236 POWER POLICY 


Mr. Husenes. I should certainly agree with that. I do not think 
T would have made no comment. 

Senator Kerauver (reading) : 

I can recall very vividly telling him— 
speaking of you— 


I was not raising a legal issue, but I thought it was a policy question which 
deserved serious consideration. 

You do not remember ? 

Mr. Hueues. No, sir; I have no recollection of ever having taken 
that question up with him at all. j 

Senator Krrauver. Mr. Hughes, the first letter you wrote Senator 
Hill, you did not say anything about Mr. Wenzell’s having partici- 
pated in advice on Dixon-Yates. You told what Mr. Dodge had told 
you about it. You said he terminated, he left, about March 2. 

Mr. Hucues. Well, we explained that later. Iam sorry that mixup 
in dates occurred; that is the information, of getting the letter ready 
too soon. 

Senator Kerauver. Where did you get March 2 from, Mr. Hughes ¢ 

Mr. Hucues. That was from our own staff when we asked how 
long he had been there and what days he had been there. 

Senator Kerauver. Could the fact that Mr. Wenzell on March 3 
had these conferences with Mr. Seal, and that Mr. Seal’s memorandum 
was in existence dated March 3, have anything to do with the March 2 
date? 

Mr. Huenes. No; I mean there are assumptions of —— 

Senator Krrauver. I am just asking you. 

Mr. Hucues (continuing). Assumptions of dirty work, but there 
is nothing behind it, no matter how far you go into it. 

Senator Krauver. How did you pick out March 2? 

Mr. Hucues. Because that was the date the staff gave me as to the 
period in which he had collected expense money. 

Senator Kerauver. Which member of the staff ? 

Mr. Hucues. I do not know. 

Who was it, do you remember? I am told it was Sam Adams, the 
personnel chief at that time. 

Senator Kerauver. You say that you did not know that First 
Boston was the financial agent at that time? 

Mr. Huenes. No; I did not. 

Senator Keravuver. Not even when you were here in June? 

Mr. Hueues. No. 

Senator Kerauver. Mr. Coggeshall called you right after Senator 
Hill’s speech and told you that in your letter you did not state the 
fact that Mr. Wenzell had advised about Dixon-Yates; that is Mr. 
Coggeshall of First Boston? 

Mr. Hucues. I do not recall. I was talking with somebody in First 
Boston about the dates of Wenzell. I do not remember his speaking 
anything about that. Whoever I talked with—it may have been 
Coggeshall, I do not know him, whoever it was—said : 

“We are working up a press release.” I said, “For heaven’s sake, 
send meacopy.” Hesaidhe would. Henever sent it. 

Senator Kreravuver. Well, anyway after you talked, Mr. Dean testi- 
fied Mr. Coggeshall called you, and they were very much concerned 
because you had not put in your original letter the fact that Mr. 
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Wenzell did work on the Dixon- Yates contract, and so you amended 
your letter and included that. 

Mr. Huenes. Well, we had already done that. I do not recall 
his conversation on that. But when I talked with him about that, 
I was not talking about that; I was talking about dates, because at 
that time we could not get Wenzell, the dates he actually was there. 

Senator Krerauver. Mr. Hughes, assuredly you would have asked 
Mr. Coggeshall, the president of First Boston, when he called you, 


while they were worried about Wenzell, whether the First Boston got 
the business or not, would you not ? 


Mr. Hueues. I do not recall doing it. 
Senator Kerauver. Why do you think he would call you? 
Mr. Hugues. What is that? 


Senator Kerauver. Why do you think he would call you if he did 
not have the business ? 


Mr. Hueues. He did not call me. I called him to get the dates. 
But I do not recall his calling me back to get the information; that 


is my recollection. But I would not say that is wrong; I would not 
say that. 


Senator Kerauver. On page 2 of your statement, Mr. Hughes, you 
have a paragraph saying that— 


You cannot serve two masters. 
You say: 


I surely agree with this principle, but it is certain that the forepart of such 
a principle was not involved in this instance. 


What do you mean by that? 


Mr. Hucues. The forepart 
Senator Keravuver. The forepart. 
Mr. Huaues. Let’s see: 


You and other members of the subcommittee have stated the principle that 
a financial agent for a private concern dealing with the Government should 
not have a hand in determining for the Government its policies in connection 


therewith. 
That isthe forepart. Ido not think he did have. 
Senator Kerauver (reading) : 


The :forepart of such a principle was not involved in this instance— 
and you say he did not have a hand 

Mr. Hvueues. In determining for the Government its policies in 
connection therewith, no. 

Senator Kerauver. You really mean that? 

Mr. Hugues. I certainly do. As far as I was concerned, he had no 


hand in determining that policy. I am sure Mr. Dodge is in the 
same position. 


Senator O’Manonry. Mr. Chairman? 

Senator Krerauver. All right, Senator O’Mahoney. 

Senator O’Manoney. May I call your attention here to the letter 
of July 24, 1955, addressed to you as chairman of this subcommittee 
by General Fields of the Atomic Energy Commission. It contains 
two paragraphs which, I think, would require an explanation by the 
witness as to whether or not he was aware of them. I am reading 
from subparagraph (f). 
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These are a series of paragraphs reported by the Atomic Energy 
Commission with respect to the visits of Mr. Wenzell to Mr. Nichols 
of the Atomic Energy Commission. 

Bear in mind we are told that Wenzell had nothing to do with 
negotiating the contract with Dixon- Yates. 

Mr. Hueues. As far as we know. 

Senator O’Manonry. Yes. He was engaged only in technical ad- 
vice, and that is the information that was given to the President. 

That, of course, was the basis on which the President made his 
statement of June 29, 1955, in which he gave the information about 
Mr. Wenzell’s participation, which you are giving, and seeking to 
establish as the fact in the case. 

Now, to me this is 

Mr. Hueues. Excuse me, sir, the fact as I know it. 

Senator O’Manoney. Yes, the fact as you—— 

Mr. Hugues. I am not determining whether or not there were other 
things involved, because I do not know all of them. 

Senator O’Manonry. Yes. 

Of course, knowing as I do from long experience, the powerful posi- 
tion that the Bureau of the Budget plays with all of the departments 
and agencies of Government, including the Congress, I am 

Mr. HucueEs. Sometimes it is more so than others, I assure you. 

Senator O’Manoney. Yes, sir. 

Well, paragraph (f) of April 3, 1954: 

Mr. Wenzell was advised by Mr. Nichols that it appears that the Dixon-Yates 
people were now getting withing the range of possible discussion and suggested 
that Mr. Wenzell encourage the Dixon-Yates group to refine their figures and 
come up with a proposal that was based upon a fixed price for the construction 
of the new facilities and would spell out clearly the basis on which the demand 
and energy charges were calculated, including the base and escalation provi- 
sions for labor and fuel as well as the proposed cancellation provisions. He 
indicated he thought the Commission could not consider a proposal that was not 
firm as to capital costs nor with cancellation provisions that were not completely 
justifiable. He pointed out that he would be very glad to meet with Adams and 
the Dixon-Yates people whenever they were prepared for further discussions, 
Mr. Nichols, Mr. Cook, Mr. Wenzell attended this meeting. 

Mr. Hugues. Mr. Nichols is supposed to have said that; is that 
right ? 

Senator O’Manonry. Yes. This is the report—— 

Mr. Hvueurs. That is what Mr. Nichols said? 

Senator O’Manonry. Certainly. 

Mr. Hueues. I think he said that in an open meeting. 

Senator O’Manonry. I know, but it is what he said. 

Mr. Hueues. That is right. I mean, I do not know whether he is 
referring to that, but I think we did hear him say that in a general 
meeting. 

Senator O’Manoney. Yes. I do not think there is any controversy. 

Mr. Huenes. That was the viewpoint they had; that is correct. 

Senator O’Manoney. That Mr. Wenzell was advised by Mr. 
Nichols—what was he to do? Well, he was to encourage the Dixon- 
Yates group. 

Mr. Hucues. That I do not know anything about. 

Senator O’Manonry. You see. What was he going to encourage 
them todo? Why, to refine their figures and come up with a proposal, 
and so forth and so forth, all a series of provisions with respect to the 
proposed contract. 
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Now, this is the testimony of AEC that Mr. Wenzell was advised by 
Mr. Nichols to do that, and then it ends with the statement: 
Mr. Nichols, Mr. Cook, Mr. Wenzell attended this meeting 


the meeting with Adams. Who is Mr. Adams? He is Francis L. 
Adams, director of the Power Division of the Federal Power 
Commission. 

Mr. Hucues. Was Adams there, too? 

Senator O’Manoney. Yes. He pointed out that he would be very 
glad to meet with Adams and the Dixon-Yates people whenever they 
were prepared for further discussion. 

Mr. Hvucuers. But they were not present at that meeting. 

Senator O’Manonry. Well, listen: 


Mr. Nichols, Mr. Cook, Mr. Wenzell attended this meeting. 


Now, that is the testimony to this committee of the Atomic Energy 
Commission that at the suggestion of Mr. Nichols a meeting was held 
with Mr. Adams, which was attended by the Dixon- Yates ‘people, by 
Mr. Adams, by Mr. Wenzell, by Mr. Cook, and by Mr. Nichols, and 
that had to do, according to these words—they are not Senator 
Kefauver’s words, they are not my words, they are the words of the 
AEC, and yet you are trying to make us believe that this was some- 
thing altogether beyond your purview. 

Mr. Hucnes. I cannot say about that, but I can say this: that those 
objectives that they put there were not secret. I think they gave 
them out in open meeting. 

Sentaor O’Manoney. Did you know them? 

Mr. Hucues. That he wanted to do—yes, but not that Wenzell had 
anything to do with them; that AEC wanted to do with it. 

Senator O’Manonry. You did not know Nichols was telling 
Wenzell—— 

Mr. Huaues. No, I did not. I had no idea. 

Senator O’Manoney. The Federal Power Commission knew about 

because Adams was there. 

Mr. Hvueues. You mean Wenzell was being asked to do something? 

Senator O’Manoney. Yes, sir. 

Now, he was your adviser on certain technical matters. Those were 
the words that you gave the President. 

Mr. Hucues. That is correct. 

Senator O’Manonry. What were these technical matters? Were 
they not these technical matters having to do with the contract ? 

Mr. Huaues. No, you are talking about negotiation—talking there 
about negotiation. 

Senator O’Manoney. Yes, and according to the AEC, Wenzell was 
a negotiator. 

Mr. Hueues. Well, I do not know about that. We did not put him 
there as a negotiator. 

Senator O’Manonry. Do you want this committee to understand 
that the Bureau of the Budget was so completely ignorant of what the 
AEC was doing? Now, the AEC has 

Mr. Hvueues. I would have to talk with them about that. I do not 
quite understand that testimony. 

Senator O’Manionry. Well, of course, we get the impression that 
the Bureau of the Budget who first—Mr. Dodge saw Mr. Woods, Mr. 
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Woods told us that and, as a result of the conference between Mr. 
Woods of the First Boston Corp. and Mr. Dodge, Mr. Wenzell was 
sent down to you, and he became your adviser. 

Mr. Huaues. That. was in connection with the study of the TVA 
in May. 

Senator O’Manonry. Well, sure. 

Mr. Hueues. I mean, that is what you are talking about. 

Senator O’Manoney. This was all about TVA and AEC. 

Mr. Hugues. That is right. 

Senator O’Manonry. And the power down there. 

Mr. Huenes. But there is a distinct breakdown there, though. 

Senator O’Manonry. Didn’t you know all about it or did you know 
only part of it? Do you want this committee to understand that you 
were ignorant of great segments of this negotiation ? 

Mr. Hucues. No, no. The negotiations were being conducted by 
the AEC when they reached that stage. 

Senator O’Manonry. Well, you knew it, did you not ? 

Mr. Hueues. Knew the AEC was doing it, but we did not know 
they were using Wenzell; if they were, I did not know. 

Senator O’Manonery. But they say so. 

Mr. Hucues. Well, I would have to see that; I mean, that would 
have to go—— 

Senator O’Manoney. Well, here it is; look at it. 

Mr. Hucues. I know. You have read it to me. 

Senator O’Manoney. What do you mean you have to see it? 

Mr. Hueues. There may be other factors of it. I would have to 
go into it; there may be other factors, I would have to go into it; I 
‘would not know 

Senator O’Manoney. This is the same AEC who now, through their 
General Counsel, says Wenzell was probably wearing two hats, 

Mr. Huaues. I cannot do what the AEC—I have enough to do to 
find out what the Budget Bureau does, without trying to find out what 
the AEC does. 

Senator O’Manonery. Now, Mr. Budget Bureau, just withdraw that 
statement. You know what the AEC is doing; you know everything 
about its budget. 

Mr. Hueues. I know about its budget. 

Senator O’MAnonery. Certainly you know about its budget. 

Mr. Hugues. I do not know about the details of its work. 

Senator O’MAnonry. Do you know if there is any suggestion in 
the upcoming budget to pay the Dixon-Yates people for damages? 

Mr. Huenes. But there is 

Senator O’Manoney. Is there anything in the budget about that, 
sir? 

Mr. Hugues. I cannot talk about that now, you see. [Laughter.] 

But you will not have any trouble with that; you will not have any 
trouble with that, Senator. But let me say 

Senator O’Manoney. I do not think we will either. 

Mr. Hucnes. Let me say one thing. 

Senator O’Manoney. But you make this so amusing and it is really 
So serious. 

Mr. Hueues. It is not my purpose to make it amusing, but there is 
a point there that I think might be made clear. 
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I do not quite understand all the significance of that, but I do know 
that 1 was very surprised to hear that there had been a memorandum 
found where Nichols said he had asked W enzell to speed up negotia- 
tions with Dixon-Yates. That was a surprise to me; I did not know 
anything about that. 

Senator O’Manoney. All right. 

Now, to indicate how complete your misunderstanding must be 
about this matter or how short your memory is—— 

Mr. Hugues. I do not pretend to perfect by any manner of means. 

Senator O’Manoney (continuing). Let me read you the next para- 
graph. 

Mr. Hucues. I make more mistakes that the next fellow. 

Senator O’Mauoney. This is the next paragraph: 

No attempt was made to keep the practice of a precise record of the con- 
ferences that eventually led to the Dixon-Yates contract, although at the time 
of the preparation of “the sequence of principal events in connection with power 
supply for Paducah to replace power now being furnished by TVA” our effort 
was to assure that every principal meeting that could be recalled was recalled. 
In this regard draft copies of the proposed AEC issuances were exchanged with 
the Bureau of the Budget— 
that is the Budget over which you preside, sir? 

Mr. Hugues. Yes; I heard of it. 

Senator O’Manoney (continuing) : 
to try to assure that any meetings in which the principals were involved were 
covered. The question arose as to whether or not Mr. Wenzell’s or Mr. Miller’s 
name should be included. 

Now, this follows the paragraph in which it is related to us that 
Mr. Nichols had instructed Mr. Wenzell to go to Dixon- Yates and get 
some terms. All right. 

So the question arose in the preparation of this chronology whether 
or not Wenzell’s and Miller’s names should be included. 

Why! Because Wenzell is First Boston and Miller is First Boston. 
Miller alone was First Boston, and only First Boston; but Wenzell 
was First Boston and Bureau of the Budget, and the Bureau of the 
Budget, according to this statement, and the AEC, were now trying to 
determine how they would recite the names of the principals. 

Now, was Wenzell a principal or was he not? Well, he was so 
principal that Mr. Nichols sent him to Dixon-Yates. That puts him 


Mr. HuGuHes. He was not a principal as far as we were concerned. 
Senator O’Manonry. Now, wait a minute. Wait a minute. 
Now, then: 


The question arose as to whether or not Mr. Wenzell 


Senator Kerauver. Senator O’Mahoney, tell when you are quoting 
there. Are you quoting now? 
Senator O’Manonry. I am quoting now; thank you very much. I 


am back to the quotation from the AEC in its letter to the chairman 
of this committee, Senator Kefauver : 


The question arose as to whether or not Mr. Wenzell’s or Mr. Miller’s name 
would be included since neither one of them participated in any degree whatsoever 
in the negotiations leading to the present contract which developed from the 
April 10 proposal from Messrs. Dixon and Yates. Their names were not in- 
cluded, in accordance with the practice the Bureau of the Budget were going to 
follow of only including principals concerned in the matter in their chronology 
and which the Bureau recommended to the AEC. 
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Now, this is the testimony of the Atomic Energy Commission that 
the Bureau of the Budget recommended to the AEC that Wenzell’s 
name be not included. 

Now, please read those and tell us about it. 

Mr. Hucues. There is no argument about that at all. We did 
recommend it. 

Senator O’Manonry. That his name should not be included ? 

Mr. Hucues. No. We said we were not including them because we 
were only including principal people, and Wenzell was, Senator, so 
far down the line as far as that was concerned, that he never got in. 

Senator O’Manonry. All I want to say now 

Mr. Hucues. What they did was their decision, as Admiral Strauss 

said here this morning, and nobody—we could not make that decision 
for them. Wecould only tell them what we were doing. 

Senator O’Manonry. But, of course, this all w orked through you. 
All the comment I care to make now, Mr. Hughes, is that if this is the 
frank approach to the people of the United States and the C ongress 
of the United States that we are to expect from Government repre- 
sentatives of the high dignity and ability that you have, then I think 
that the Government established by the Constitution has wandered 
very far from that base. 

Mr. Hueues. I am sorry you feel that way. 

Senator O’Manoney. I think this is not frankness. You tried to 
make us believe that the AEC was operating separately in one com- 
partment and you in another compartment. 

Mr. Hueues. Certain fields there 

Senator O’Manoney. But their testimony is, and you acknowledge 
it, that you told them to leave Wenzell’s name out. 

Mr. Hvueues. We did not tell them anything. We told them what 
we were doing and why we were doing it. 

Senator O’Manoney. It says you recommended it. 

Mr. Hucues. And we recommended it. That is quite different from 
telling them, quite different. 

Senator O’Manonry. You judge it as a difference; I cannot 

Mr. Hucnes. [am trying to be as—to give you as correct an answer 
as I possibly can. I am not trying to hold anything back, sir, except 
where I have to plead pr Mra and I cannot help myself. 

Senator O’Manonry. I do not want to appear 

Mr. Hucnes. I am really not changing my spots, so to speak. I 
am trying to cover this thing in a right way, and we have nothing, let 
me repeat that, whatever all these ‘suppositions that various people 
mi wie and so forth, we have nothing to be ashamed of as far as we 

‘e concerned in this transaction because we did not do anything— 
we may have made mistakes, the Lord knows, but there was nothing 
phony or dishonest or any conspiracy with anybody as far as any 
dealings that we had, and that I can only say to you is despite your 
statement, with as much honesty and frankness as I possibly can. 

Senator O’Manonery. I sat at this table in about this seat, and Mr. 
Wenzell was sitting where you are sitting now, and I pitied him from 
his attitude. 

Mr. Huenes. He has had a hard case out of this. 

Senator O’Manoney. He suffered on the stand. 

Mr. Hvucnes. He really tried to do a decent job. 
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Senator O’Manoney. But he talked about the two hats that he was 
wearing, and had to wear, and I got the distinct impression from him 
that he was encouraged to do what he did, and that he felt he was let 
down, in the Bureau ‘of the Budget, but that is just my opinion. 

Senator Kerauver. I think it might be pertinent at this point to 
read into the record again what Mr .Wenzell said his duties were as 
given to him by Mr. Hughes. At page 977 of his testimony, he said : 


a 

My instructions from Mr. Hughes were to meet with these gentlemen and try 

to do everything I could to help advance a written proposal which was to come 

out and which had been verbally agreed upon by Mr. Dixon at the January 20 

meeting, so I was attending meetings, answering questions, and trying to advance 

anything that would move along a proposal which, as you know, finally came to 
fruition on the 25th of February. 


That is the end of the quotation. 

Mr. Hughes, on page 3 of your statement you said, among other 
things, that Wenzell’s name was left out: 

First, it was believed that mention of his name would have greatly aggravated 
his participation in the matter, both actually as well as in relation to the partici- 
pation 

Mr. Hucues. “Exaggerated.” 

Senator Keravuver (reading) : 


First, it was believed that mention of his name would have greatly exagger- 
ated his participation in the manner, both actually as well as in relation to the 
participation of other members of the staff. 

It would seem to me that since you had some notice that there might 
be a dual relationship, that that would be all the more reason why you 
would want to get his name out in public so that everybody would 


know about it. 

Mr. Hueuers. Well, the only thing I can say on that is probably 
I did not take it ser iously enough. 1 thought it was finished, closed 
out. We knew as far as we were concerned he was not a big factor 
in it. 

Senator Keravuver. Then right down from there you say : 

At no time was Mr. Wenzell admonished not to disclose such connection. 


Mr. Hucues. Not by me. 

Senator Krerauver. Well, do you know why 

Senator O’Manonry. May I interrupt at this moment ? 

Senator Keravuver. Yes. 

Senator O’Manonry. How can you say he knew he was not a big 
factor when we had the testimony of AEC that Mr. Nichols sent him 
to Dixon- Yates? 

Mr. Hueues. But Mr. Nichols is not the Budget Bureau. 

Senator O’Manoney. Then you fall back on telling us that you were 
not following it up as you should have been following it up. 

Mr. Hucues. Maybe I would like to be able to follow all the things 
I should follow up. 

Senator O’Manoney. There was the biggest thing that was on your 
fryingpan, sir. 

Mr. Hucues. No; it isnot. Iam sorry to disagree. 

Senator O’Manoney. At that particular moment. 

Mr. Hueues. I wish I could agree with you. We had plenty. 
When was this, April 3? I was trying to take over the directorship 
of the Budget and, believe me, I had a lot of things on my desk. 
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Senator O’Manonry. When the time came to make up the chronol- 
ogy for this committee, then the Bureau of the Budget held a con- 
ference with the AEC to determine what names should be used. 
Wenzell’s name was eliminated at your recommendation. 

Mr. Hucues. We could not tell them what to do except to make a 
recommendation. 

Senator O’Manoney. But you made the recommendation. 

Mr. Hucues. That is right, because we were doing it ourselves, and 
we still think that the—— 

Senator O’Manonery. Why should you undertake to recommend to 
the AEC what they should do? 

Mr. Hueues. Well, they asked us. 

Senator O’Manoney. Mr. Hughes, you say here: 

At no time was Mr. Wenzell admonished not to disclose such connection. 
Is that correct ? 

Mr. Huenes. Yes; I do not know of any time when he was so 
admonished. 

Senator Kerauver. Are you sure about that? 

Mr. Hueues. I certainly do not have any idea that he was so 
admonished. 

Senator Keravuver. Well, you stated it here as a fact. Ts that a 
fact that he was not admonished to disclose any connection ? 

Mr. Hucues. No; he was not admonished. 

Senator Krravuver. He was not admonished ? 

Mr. Hueues. Yes. 

Senator Keratver. You went to a great deal of trouble to prevent 
mentioning the fact that he was there; did you not, Mr. Hughes? 

Mr. Hvenes. No. I do not think so, except as we have explained 
already in this. 

Senator Krrauver. Mr. Hughes 

Mr. Hvueres. T do not know as I would do it now. as yon said. 

Senator Krrauver. Did you admonish other people in the Bureau 
of the Budget not to disclose the fact that outside of the Bureau of 
the Budget Mr. Wenzell was there, had been working on this? 

Mr. Huenes. I do not recall any case, Senator 

Senator Kerauver. Think hard. Do you think you did or did you 
have someone else do that? 

Mr. Hvuaues. No. I do not recall. Now we never made any ad- 
vertising particularly at the time, for example—and that was not 
particularly in mind at that time when he was making his report, 
his original report. 

Senator Krravuver. Did you admonish anyone in the Bureau of 
the Budget not to disclose that Mr. Wenzell was there, outside of the 
Bureau of the Budget ? 

Mr. Hvueues. Outside of the Bureau of the Budget? 

Senator Krravuver. That is, to keep it a secret to the Bureau of 
the Budget not to tell anyone outside of Mr. Wenzell’s participation. 

Mr. Hvuenes. What.you are talking about now, in this last thing 
which was the one I would have more direct concern with, I would 
have been more directly concerned with 

Senator Krravver. I am talking about when he was there in the 
spring, fall, and during the time he was there. 

Mr. Hueues. In the spring, I do not know. I did not—— 
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Senator Krerauver. At any time, Mr. Hughes. 

Mr. Hucues. No; I do not know of any, but I would not have the 

responsibility, particularly in the spring session. 

Senator Krerauver. Well, at any time did you admonish anyone in 
the Bureau of the Budget or ask that any instructions be sent down 
to keep it a secret about Mr. Wenzell’s 

Mr. Huenes. The only thing I am hesitating— 

Senator Kerauver (continuing). About Mr. Wenzell’s participa- 
tion in this matter? 

Mr. Hucues. The only thing I am hesitating about is the way you 
asked the question, did somebody tell me that I did, but I cannot 
remember that I did. [Laughter.] For that reason 

Senator Krrauver. I would think you would have a clear remem- 
brance about such a matter if everything was clear and aboveboard, 
and-you did not mind who knew about Mr. Wenzell; I would think 
you would be very clear about it. 

Mr. Huanes. We certainly never told anybody to advertise it or 
not advertise it, as far as I can recall at this time. 

Senator Krrauver. Mr. McCandless, what is your position? 

Mr. McCanp ess. Assistant Director for Budget Review. 

Senator Kerauver. Did you pass out any restrictions or receive any 
about keeping Mr. Wenzell’s participation confidential ? 

Mr. McCanotess. I do not believe that I did, Senator Kefauver. 

Senator Kerauver. Let us be clear about it. You ought to know 
one way or another. 

Mr. McCanp ess. I recall when Mr. Wenzell came on in the spring 
of 1953 to make a study of TVA, that Mr. Dodge indicated that he 
lid not want that generally known outside the Bureau, because he did 
not know what use would be made of that. 

Senator Kerauver. What is that, Mr. McCandless? 

Mr. McCanop ess. I beg your pardon? 

Senator Kerauver. I did not understand. 

Mr. McCanptess. I say I think such instructions were issued when 
Mr. Wenzell came on in the spring of 1953 for his first study of TVA, 
I think that was the situation then. 

Senator Kerauver. Who issued that instruction? Was it Mr. 
Dodge. 

Mr. McCanptess. I do not say they were issued, but I think Mr. 
Dodge did, yes. 

Senator Kerauver. He just told you not to let anybody know he was 
there, keep it confidential. 

Mr. McCanptess. Well, the fact that a study was being made, yes. 
I do not remember it exactly. 

Senator Keravver. I do not find that in here, Mr. McCandless. 

Mr. McCanp tess. I do not think any written instructions were 
issued. 

Senator Krerauver. Let’s get this clear now. Mr. Dodge told you, 
is that correct ? 

Mr. McCanp ess. I do not know that he told me; no. 

Senator Kreravuver. Where did you get. this information from? 

Mr. McCann tess. I think, as I recall it, there was a meeting in Mr. 
Dodge’s office. 

Senator Kerauver. Who was at that meeting, Mr. McCandless? 
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Mr. McCanptess. I think Mr. Schwartz here was there, as I recall 
it; Mr. Roger Jones, who was Assistant Director for Legislative Ref- 
erence, and Mr. Finan. 

Senator Kerauver. Who? 

Mr. McCann tess. Mr. Finan, who is an Assistant Director for Man- 
agement and Organization. 

Senator Krerauver. Now, what was said at this meeting? When 
was that meeting? 

Mr. McCanptess. I think it was about the day Mr. Wenzell came in 
in 1953; I think it was in May of 1953. One of the directors 

Senator Krrauver. When he came down to start making his study 
about what todo with TVA? Was that it? 

Mr McCann tess. Yes. 

Senator Kreravuver. Just what was said? Was Mr. Hughes there? 

Mr. McCaxoptess. No, sir; Mr. Hughes was not there. 

Senator Kerauver. You are sure he was not there? 

Mr. McCanp.ess. Yes; I am sure he was not there, to the best of 
my recollection. 

Mr. Hvenes. I did not meet him until sometime afterward. 

Senator Krravver. You remember the meeting quite well, Mr. 
McCandless. 

Mr. McCann ess. I do not remember it completely. 

Senator Krerauver. Well, you remember Mr. Hughes was not there, 
so you must have remembered it. 

Mr. McCanontess. To the best of my memory he was not there. 

Senator Kerauver. What was said at that meeting? 

Mr. McCanpress. I cannot recall that far back exactly what was 
said. I remember the general purpose of the meeting, and it was to 
introduce Mr. Wenzell to us, and to tell us he was making a study 
of TVA, or was going to, and to suggest that we provide him with 
any information we could to assist in making that study. 

Senator Kerauver. Just what did he say about keeping the fact 
that he was there confidential, or secret ? 

Mr. McCanp ess. I would not—I do not consider it was secret in 
the sense that you think of it, Senator. We understood that Mr. 
Wenzell was going to make a study for Mr. Dodge of TVA. 

Senator Kerauver. We understand that, but what was said about 
not letting anybody know about it ? 

Mr. McCanotess. I think it was a matter, as generally things are 
in the Bureau, that a study is made for the Director, are not—I mean 
you do not go around telling people that you are working on a study 
for the Director on a given thing. That was the general feeling 
about this thing, as I recall it. 

Senator Kerauver. What did Mr. Dodge say ? 

Mr. McCanp tess. I do not recall his exact. words, sir; that is a 
long time ago. 

Senator Krrauver. You understood the fact that Mr. Wenzell was 
there making a study of something which was to be kept secret inside 
of the Bureau, is that it? 

Mr. McCanp tess. Yes, sin; that is generally the idea. 

Senator Kerauver. Did you so pass that on to the other Bureau 
members ? 

Mr. McCanptess. I do not think that I did, sir, because I had no 
contact with that particular study at all. 
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Senator Keravuver. Anyway, from that time you did want to keep 
it a secret that he was working on this matter ? 

Mr. McCanptess. That I wanted to keep it a secret? 

Senator Kerauver. Yes. 

Mr. McCanptess. Well, I did not tell anyone about it. 

Senator O’Manonry. You kept Wenzell’s name out of the chro- 
nology. 

Senator Kerauver. So from that time you felt that your obligation 
was not to let it be known that he was making this study. 

Mr. McCann ess. I would have done the same had Mr. Schwartz 
been making the study, or any other member of the Bureau staff. 

Senator Krrauver. Do you think that has anything to do with the 
fact that you adopted a policy which kept his name out of the 
chronology ? 

Mr. McCanp ess. I did not, sir. 

Mr. Hvuenes. That is my responsibility, not his. 

Senator Kerauver. Well, let me ask just one more question. Did 
you pass out any instruction, Mr. McCandless—did you pass out any 
instructions to keep his participation secret ? 

Mr. McCanop tess. No, sir; I did not. 

Senator Keravuver. Mr. Schwartz, did you pass out any instructions 
to keep his participation a secret ? 

Mr. Scuwarrz. Senator, Mr. Dodge called me to his office, explained 
to me he wanted Mr. Wenzell to make the study, asked me to have 
members of my staff assist him in any way we could to provide in- 
formation. 

I told my staff that we wanted this-—-we did not want the staff 
to talk about this outside the Bureau of the Budget. They would 
a have done it anyway, but I wanted them to be—to adminish them ; 

I did not want it done because I did not want to read about this in 
the newspaper the next morning. If any announcement was to be 
made, it should not be made by any staff member of the Bureau 
of the Budget. 

Senator Kerauver. Was that a separate meeting from the one Mr. 
McCandless is talking about? 

Mr. Scuwartz. Exactly the same. 

Senator Krrauver. And so you called them in and told them you 
did not want anything said about the fact that Mr. Wenzell was mak- 
ing this study; is that it? 

Mr. Scuwarrz. I did not want them to talk particularly, generally, 
about the fact that a study was being made. It was being made for 
Mr. Dodge. I did not want them to Tet papers lie around somebody’ s 
desk. We have a lot of people from outside visit the Bureau of the 
Budget; anything we work on is confidential. 

Senator Kerauver. Why are vou so secret about a man coming in 
and making a study about TVA? 

Mr. Scuwarrz. It is not a question of secrecy. 

Senator Kerauver. Why did you go to the trouble of admonishing 
them ? 

Mr. Scuwartz. Because Mr. Dodge said this was work that was 
— done for him, and he wanted it to be treated on a confidential 

asis. 
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Senator Kerauver. He wanted it treated confidentially ? 

Mr. Scuwarrz. That is right. 

Senator Keravver. Mr. Pilcher, did you get instructions about 
this matter? 

Mr. Pivcuer. Yes, sir. I work for Mr. Schwartz, and that was 
the meeting that he referred to. 

Senator Krravver. And were you told to keep it confidential ? 

Mr. Pitcuer. I do not recall whether it was confidential—whether 
the word “confidential” was used. I was asked not to let anyone know 
that Mr. 

Senator Keravver. I did not understand you. You asked not to 
let it be known where ? 

Mr. Pitcuer. Not to let it be known outside of our working group. 

Senator Krrauver. Not let what be known? 

Mr. Pitcuer. The fact that such a study was being made of TVA. 

Senator Krrauver. Outside of your working group ? 

Mr. Pivcuer. Outside of the persons with whom I worked; yes, 
sir. 

Senator Kerauver. Well, did you follow that instruction ? 

Mr. Puccner. Yes, sir; I did. I did. 

Senator Keravuver. Mr. Donnelly, you received instructions, did 
you ¢ 

Mr. Donnetty. Yes, sir. 

Senator Keravver. Whom did you receive yours from? 

Mr. Donnetiy. Mr. Schwartz, at the same time Mr. Pilcher did. 

Senator Kerauver. Did he call you into his office specially ? 

Mr. Donnetiy. He called us all into his office. 

Senator Keravuver. Just what did he tell you, Mr. Donnelly 

Mr. Donnetiy. He told me the same thing that he told the others; 
a study was to be made for Mr. Dodge and it was to be done on a con- 
fidential basis. We were not to give the information out, and not talk 
to the agency, not tell the agency about its being done. 

Senator Krrauver. Not tell what agency ? 

Mr. Donnetiy. TVA. 

Senator Kerauver. TVA? Let me see if I get that, not to tell the 
TVA a study was being made; is that what you say, Mr. Donnelly? 

Mr. DonneEtiy. Yes, sir. 

Senator Kerauver. Are you sure about that, not to tell the TVA 
about it ? 

Mr. Donnetty. When we are making a study we do not tell the 
agency concerned usually about it, if we are making a confidential 
study. 

Senator Krravuver. So you were admonished not to tell the TVA, 
but weren’t you admonished not to tell anybody outside the Bureau ? 

Mr. Donnetiy. Yes, sir. 

Senator Kerauver. Tell nobody outside of the Bureau. 

From that time on you kept it secret? 

Mr. DonneLiy. Yes, sir. 

Senator Krravver. And that lasted on down until the spring of 
1954 until he left there? 

Mr. Donnetty. Yes, sir. 

Senator Kreravver. You never told anybody about it because you 
knew that was against the policy of the Bureau of the Budget; is that 
correct ? 
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Mr. Donne ty. That is correct. 

Senator Krravver. Do you feel, Mr. Pilcher, that you could not 
say anything about it because it was against the policy of the Bureau 
of the Budget, you had to keep this secret? You did not tell anybody 
about it outside of the Bureau, aad you? 

Mr. Purcuer. I do not recall that I did. To answer your question 
first, would you repeat it? 

Senator Krrauver. I am just asking you if you felt there was an 
obligation on you to keep Mr. W enzell’s work there secret, in your 
own little group. 

Mr. Pincner. Yes, sir; I did. 

Senator Kerauver. And that carried on until the spring of 1954 
when he was working there then ? 

Mr. Pruecuer. In my mind it did; yes, sir. 

Mr. Hucues. That was never renewed as far as I know; that is, as 
far as—no question ever came up with me. 

Senator Dirksen. Are you finished, Mr. Chairman ¢ 

Senator Kerauver. As I get it, Mr. McCandless, Mr. Dodge called 
you in, Mr. Schwartz, and Mr. Schwartz passed on the word to the 
others of that section to keep it confidential; is that correct? 

Mr. McC anpuess. Yes, sir. 

Senator Krrauver. Those have been your instructions all the time 
he has been there, ever since / 

Mr. Scuwarrz. Senator, I would not draw any distinction between 
this and any other request of a similar nature because the Bureau 
staff are not supposed to talk with people outside on what we are 
working on. 

Senator Kerauver. Yes, Senator Dirksen, as far as the four gentle- 
men back there are concerned, I am finished. 

Senator Dirksen. Have you finished on this man ?/ 

Senator Krrauver. Yes. 

Senator Dirksen. Mr. McCandless, nearly all the work of the 
Budget Bureau is done in an atmosphere of secrecy and confidence; 
is it not? 

Mr. McCanptess. I would say in confidence; yes, sir. It has been 
my experience ever since I have been there, Senator. 

Senator Dirksen. And the whole idea is when you are developing 
these estimates that vou will not be clawed by agencies and others for 
more money until you get your figures refined, get them in budget 
form ? 

Mr. McCanpuess. [ think that is right, Senator Dirksen. As a 
matter of fact, when I first came to the Bureau a long time ago it wa 
impressed on me that most of the things the Bureau was dealing with 
would ultimately go to the President for decision, that we h: id, what- 
ever stage they might be in at a given time, there is no certainty as to 
what the final decision might be, it was a process of providing infor- 
mation for the President, and it would not be made public. 

Senator Dirksen. Now, the fact of the matter is that if there was 
secrecy, that it was enjoined mainly by the nature of the work going 
on at the time rather than upon any individual ; wouldn't you say that ? 

Mr. McC anpuess. That certainly is so. 

Senator Dirksen. Wouldn't that be a fair statement ? 

Mr. McCanpigss. Yes, sir. 
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Senator Dirksen. Wasn’t there pending at that time a request 
for that additional $150 million for the Fulton steam plant, or was 
that in the mill at that time down in TVA? 

Mr. McCanouess. Let me see. We were writing the thing up in 
the spring of 1953. 

Senator Dirksen. Mr. Wenzell came in May, as I recall. 

Mr. McCanptess. The Fulton steam plant had been proposed by 
TVA in connection with the 1954 budget that President Tr ruman pre- 
pared and sent to the Hill. 

Unless my memory is faulty, it was included in that budget as Presi- 
dent Truman transmitted it, and when the budget was revised or, let 
me say, TVA appeared before the Appropriations Committee, it was 
suggested that the Fulton steam plant be taken out. It was suggested 
by TVA, and it was taken out at that time. 

Senator Dirksen. But there were others who felt that the money 
ought to be included. 

Do you remember that long hearing we had before the Subcommittee 
on Independent Offices that went on for weeks in the Old Supreme 
Court Chamber? Certainly I was there; I heard all the testimony. 

Mr. McCanpxess. In connection with the 1954 appropriation bill? 

Senator Dirksen. It probably was. 

Mr. McCanp tess. I think there were some hearings. 

Senator Dirksen. You see, I have no facility for remembering what 
happened on Friday, January 13, 1953. I am not one of those people 
who remember both sides of a conversation that happened even 2 weeks 
ago, let alone 2 years ago, and so I do not depend too much for credi- 
bility on a good deal of the testimony where you charge the witness’ 
mind to remember in detail what was said at a conference 2 years ago 
or 18 months ago; but, frankly, if I had been in the Budget Bureau, 
and here was an effort to get $150 million that came to the Appropria- 
tions Committee, I think I woud have been very careful how to handle 
it, because certainly it would all have been pushed out there in the 
open before the thing was even ready, and I can well understand how 
y ie have got to work in an atmosphere of confidence when you do those 
things. 

ig McCanptess. So do I. 

Senator Dirksen. So I do not think that there is anything unusual 
about that. 

Senator O’Manoney. Senator, was this $160 million you are talking 
about ? 

Senator Dirksen. No; it was money for the steam plant down at 
Fulton. 

Senator O’Manoney. No; this was in Mr. Dodge’s instruction. 

Senator Dirksen. Oh, I know; I am talking about what was pend- 
ing here down there at the time. 

enator O’Manoney. It is always something else that is pending. 

Senator DmkseEn. That is right. 

Senator Krrauver. Mr. McCandless—— 

Mr. Hucues. That is certainly true. 

Senator Kerauver. Mr. Wenzell was not working on any budget 
estimate; was he? 

Mr. McCanptess. No. 

Senator Dirksen. No. But I have an idea, Mr. McCandless, that 
if some probing study was being made on TVA at that time, there 
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would have been every manner of suspicion in the air, and people would 
have been running in all directions at once, like they usually do, be- 
cause I know full well what those pressures are like, having served 
on the Appropriations Committee for 15 years, and I have not served 
for 15 years for nothing, and I know where the pressures come from, 
as a matter of fact, and that thing was in your shop at the time, and you 
had to be careful on any probe 1 that you made with respect to rates, 
equity debt, capital, interest rates, amortization, and so forth, because 
if it gets out, why, right away you feel the pressures up here by Con- 
gress. 

Senator Krrauver. Of course, that has been one of our criticisms, 
that they took something Congress established, and were dismantling 
it in secret by working up the plan in this manner. 

Senator Dirksen. I do not think they were. 

Senator Krrauver. That is what this report was for, the purpose 
of doing—— 

Senator Dirksen. I sat in on the hearings; I think I know what 
was going on. 

Senator Krrauver. Did the report ever come before the hearings? 

Senator Dirksen. I think every shred of evidence that had any 
bearing on it came in. If there was ever anything ventilated, this 
thing really was. 

Senator Keravver. If the Senator will recall, we never were able 
to get Mr. Wenzell’s report from Mr. Hughes. We pleaded privilege 
on that; finally Senator Butler went to see the President, and Senator 
Butler brought it back. That is the way we finally got the report of 
December 3, 1953. 

Mr. IHucners. Just to correct the record 

Senator Kerauver. September 1953. 

Mr. Hucues (continuing) It was 7 recommendation from the be- 
ginning that it be given out because I did not see any reason why it 
should not. 

Senator Kerauver. But you did not give it out, whether it was 
your recommendation or not. 

Mr. Huatires. It was not my duty.alone. 

Senator Krerauver. Anyway, you did not give it to us. 

So you always work in secret, Mr. McCandless, i in the Bureau of the 
Budget ? 

Mr. Hucues. We have a hard enough time even at that, too. 

Senator Kerauver. Your work is done in secret; is that correct? 

Mr. McCann ess. I think there is a confidential nature about it. 

Senator Krrauver. Confidential nature? Why then did you have 
to take extra precaution in connection with Mr. Wenzell ? 

Mr. ee I do not know; as Mr. Schwartz said, it was neces- 

sary. I do not think anybody w ould mention the fact that the study 

was being made. It was not a matter of Wenzell, as I recall. It was 
the fact that a study was being made. I think the same thing—it 
would have been the same thing | had Mr. Schwartz been making it, or 
anybody else, or the Bureau making it. 

Senator Kerauver. In any event, your work is done in a confidential 
manner. But the fact that Mr. Wenzell was making this study, you 
were given special instructions by Mr. Dodge? 

Mr. McCanvuess. I do not think it was because Mr. Wenzell was 
making it. 
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Senator Keravver. I am not asking you because, but the fact is you 
were given special instruction ? 


Mr. McCann ess. Yes; we were. 

Senator Keravuver. And Mr. Schwartz called in the other members 
of the particular staff to give instructions? 

Mr. Hvaues. I do not think that would be so. For instance, if we 
had a management contract, or a study that was taking place with 
some par ticular agency which was sensitive at that moment, we might 
do the same thing. 

Senator Kerauver. Mr. Hughes, you did do the same thing; you 
had several chances to tell about Mr. Wenzell and you did not do it. 
Let us just take them up at this point. 

On page 42 of the hearings before the Joint Committee in November 
1954, Senator Pastore states: 


Who are these people of competence whose recommendations you are taking? 


They were talking of where this thing came from, where this idea, 
this plan, came from. 


Mr. Hucues. The AEC, of course, primarily ; the TVA will make the same kind 
of statement. 


Senator PAsrore. Let us not use initials. Let us use names. Who are the 
people who have given you these recommendations? 

Mr. Hucues. General Vogel for the TVA, for one. 

Senator Pastore. How long has he been with the TVA? 

Mr. HucuHeEs. He is a man who is an expert in his business. He has been 
there long enough to obtain information and knowledge that are required. Mr. 
Clapp is another who made an urgent plea that this be done by 1957. I am sure 
if you want it you can get plenty of evidence with regard to that particular point. 

Senator PAsrore. That may be so. I was asking you, Mr. Hughes. We have 
made inquiries to feel sure this is so. 

Now, that would have been a good chance to tell that Mr. Wenzell 
was the man who had a big part in this program. 

Mr. Huenes. We do not think he had a big part. 

Senator Kreravver. Well, he made the report, did he not? 

Mr. Hucues. That had nothing to do with this thing at all. 

Senator Keravver. Mr. Dodge thought enough about it to send it 
to former President Hoover and to give it to President Eisenhower, 
did he not ? 

Mr. Hugues. I do not know about the circumstances of that one. 
T know as far as I know, as far as I am concerned, the report was in the 
files and never looked at, and he tells me his was, too, just because we 
did not get around to it, I suppose. 

Senator Krrauver. On the next page you are asked by Senator 
Pastore: 

Has the Budget Bureau gone over these estimated costs to find out whether 
or not they have been properly drawn and drafted? 

Mr. HucHes. Mr. Adams is the one who was responsible for that. 


And you went on to tell what Mr. Adams did, but Mr. Wenzell 
the one who preceded Mr. Adams, was he not? 

Mr. Hucues. Yes, but Mr. Wenzell had nothing to do with that 
particular point when it came to a question of going over the figures 
and getting them in shape, and checking them, and so forth; that was 
Mr. Adams, not Mr. Wenzel. 

Senator Krravuver. But when you were talking about Mr. Adams, 


you could have told about who his predecessor was, could you not? 
Mr. Hucues. Yes. 
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Senator Kerauver. Why didn’t you do it! 

Mr. Hucues. I do not know now, but there was not any particular 
reason for doing it, or not doing it. 

Senator KeFravuver. Representative Hinshaw, on page 69, asked you 
regarding TV A’s program and its requirements, and there is a good 
deal of discussion about TVA cost : 

Do you include such a thing as replacement depreciation in other categories? 

Mr. Hucues. These are the original costs which would have to be supplied. 

Wouldn’t that have been an opportunity where you could have told 
about the special report you had gotten ¢ 

Mr. Hucurs. We could have, but it didn’t have any effect because 
we were not using it. It had not come to that point. 

Senator Kerauver. On page 81, Representative Price asked you, 
before the Joint Committee, after they had been talking about this 
idea of Dixon-Yates, and what not, Representative Price asked : 

I wonder if you would tell us who were the originators of this idea? 

Mr. Hugues. I think we already discussed that this afternoon. 

Representative Price. Did you discuss it in generalities? 

Mr. Hugues. I do not know who was the originator. 

Representative Price. Do you know who suggested this? 

Mr. Hucues. No; it is a matter ie out in discussions and conferences, 
and somebody adds one thing and sOMebody adds another, and it appears as, 
perhaps, the only alternative or the best alternative that can be adopted. 

Wouldn’t that have been a mighty good place to have brought out 
the participation of Mr. Wenzell? 

Mr. Hugues. No, because I do not think he had very much to do with 
that. I think I explained it this afternoon in my chronology there 
that it came up to a point where it was a nec essity of finding some 
solution to the fact that you could not build a plant in Paducah and 
the power was needed in Memphis, and it was a question of bridging it 
with replacement power. Now, Wenzell had nothing to do with that 
whatsoever. 

Senator Krerauver. Anyway, in all of this, your testimony before 
the committee, before the Committee a Atomic Energy, Joint Com- 
mittee, you talked about General Vogel and Mr. Clapp, and you are 
asked many questions about where this idea came from, and you never 
revealed Mr. Wenzell’s participation. 

Mr. Hucues. I do not think he had anything to do with those par- 
ticular points, and I still do not think so. 

Senator Krravver. You are asked about the cost under the Dixon- 
Yates contract and how that was figured out, and you never revealed 
his participation. 

Mr. Hucues. I think that when it was figured out, it was a matter 
of the TVA, AEC , and Adams working for us, that worked out those 
figures. Wenzell had nothing to do with that. His part only was in 
c onsulting with us at the beginning when they were talking about they 
would present certain figures, and we wanted to know whether they 
were reasonable or not, and he would try to find out what was behind 
them and what was the proper basis, but that was not in anything that 
had to do with the final contract we are talking about there. 

He did not really play a big role, despite : all the assumptions that 
have been mentioned in these various disc ussions. 

Senator Kerauver. You do not feel that going over, reviewing the 
proposal of February 25-—April 10, of getting up the memorandum 
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upon which Dixon- Yates based their proposal, going at the suggestion 
of General Nichols, to get them to sharpen that figure so as to get them 
in line, you do not feel that that was important ¢ 

Mr. Hucues. You are putting a lot of things together there which 
had come out later, which we knew nothing about, some of it, and it 
is hard to say. If I knew everything that I know now, if I knew it 
then, I would undoubtedly have done certain things differently, no 
question about it. Taking it from that viewpoint 

Senator Kreravver. I thought you just got through saying you do 
not think he played a big part. 

Mr. Hucues. I still do not think so. I still think that is so, but I 
still would say I would handle things differently. 

Senator Kerauver. Senator Langer, do you have any questions? 

Senator Lancer. No; I have not. 

If you are through with this witness I want to make some motions, 
Mr. Chairman. 

Senator Krravuver. Senator Dirksen, do you have any questions? 

Senator Dirksen. Mr. Hughes, the burden of your testimony is that, 
No. 1, you never for a moment considered Mr. Wenzell as a principal 
advisor, notwithstanding the fact 

Mr. Hucnes. Not to us. e 

Senator Dirksen. That the word “principal” is carried in the opin- 
ion that was rendered the AEC by their General Counsel, Mr. Mitchell ? 

Mr. Hueues. That is right. 

Senator Dirksen. Secondly, you did not know about their so- 
called 

Mr. Hucues. I am not passing on the fact whether it is or not—that 
is before the court. I am talking about what we know and see about it. 

Senator Dirksen. And sec ondly, that you had no actual knowledge 
of an actual financial interest that might ‘have been in violation of the 
conflict of interest statute ? 

Mr. Hucues. No. 

Senator Dirksen. That did not come until sometime, let us say, in 
July of 1955? 

Mr. Hucues. Yes. I don’t have the exact dates, but, any way, what- 
ever worked out we didn’t know about it at that time. 

Senator Dirksen. That is correct. 

So that is the burden of the testimony. And so far as the omission 
of Mr. Wenzell’s name from the chronology i is concerned, the request 

came to you whether you were going to include it and did not include 
it ; therefore, it was not included in the AEC chronology. 

‘And so far as the effort is concerned to make it appear that there was 
anything highly secretive in the Budget Bureau about Mr. Wenzell’s 
presence there, that it was not unlike other studies that have been 
made in the Budget Bureau from time to time? 

Mr. Huenes. That is correct. 

Senator Dirksen. And particularly when you are dealing with 
highly controversial items liks appropriations for the TVA, and so 
forth’? 

Mr. Hueues. Yes. 

Senator Drrxsen. Is that a fair summary ? 

Mr. Hueues. Yes. 

Senator Kreravuver. About this previous order of secrecy, you knew 
about that? 
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Mr. Hvuenes. I didn’t know about that. 

Senator Kerauver. It didn’t come to your attention ? 

Mr. Hucues. I was not in that field at all at that time. 

Senator Kerauver. In the papers you have turned over to us 

Mr. Huenes. I found out about it, since I was told about it the 
other day. 

Senator Krerauver. They will all be made exhibits. Maybe Mr. 
Johnson of the First Boston is talked about. Who is he? Do any 
of you gentlemen know ? 

Mr. Hucues. Johnson? 

Senator Krerauver. The first time that name has come into this. 

Mr. Huaues. I don’t recall it. 

Mr. Merrtam. What is that? 

Senator Krerauver. I cannot find any reference here at this time. 

Mr. Focks. Each of the documents has a little note at the top which 
explains where it originated. 

Senator Kerauver. Robinson: 

Long-hand notes by E. J. Donnelly containing reference to Wenzell. TVA, 
Wenzell, March 1, Robinson of First Boston Corp., Warner, Pilcher, Donnelly. 

That apparently, Mr. Donnelly, is something you wrote. 

Mr. Donnetty. I think that Robinson’s name was supposed to have 
been Miller. 

Senator Kerauver. Please, Mr. Donnelly, if you please, do not get 
Robinson mixed up with Miller. 

Mr. Hueues. Those were written at that time. Of course, he has 
not changed it. 

Senator Kerauver. Who is Mr. Robinson? 

Mr. Donnetiy. I don’t think there was any such man. I think 
the man’s name was Miller. Those were notes that were taken at 
the meeting. 

Sentaor Kerauver. This is March 1, 1954. All of the testimony 
then, and it is sworn to here and in the chronology, that Mr. Miller 
was here on the 19th and 20th of January. 

Was it Mr. Paul Miller of First Boston who was trying to get 
business in this conference? 

Mr. Donnetiy. There was a man that came with Mr. Wenzell. 
Probably your records will show who he was. I don’t remember. 

Senator Kerauver. You do not mention any. You have no March 
1 in your chronology at all, Mr. Donnelly. You have no March 1 
meeting in the Bureau of the Budget chronology at all. 

Mr. Hucues. There was not any meeting. That was a staff dis- 
cussion. 

Senator Krerauver. What do you calla meeting? Was this a meet- 
ing, Mr. Donnelly? Look at it. 

Mr. Donne ty. It was a meeting with Mr. Wenzell and some of 
the staff, yes. 

Senator Krerauver. That was not a meeting, Mr. Hughes ? 

Mr. Hucues. It did not affect any of these actions. 

Senator Kreravuver. It has at the top “TVA” and a whole lot of 
figures about financing and costs. 

Mr. Hueues. You have all of the papers we have on it. 

Senator Kerauver. Why did you not put it in here? 

Mr. Hucues. In where? 











1256 POWER POLICY 





Senator Krravver. In this chronology. 
Mr. Hucues. It does not accomplish anything. It is a staff dis- 
cussion. 

Sentaor Kerauver.’ You have March 3, you have February 23. 

Mr. Hueues. That was a meeting—March 3 was a meeting. 

Senator Kerauver. Mr. Donnelly, what was that meeting about? 

Mr. Donnetriy. It was a meeting with Mr. Wenzell and some mem- 
bers of the staff, where we were discussing the February 25th proposal. 

Senator Keravuver. What was the discussion about? 

Mr. Donnetiy. We were talking about rates, the TVA was now 
charging—the TV A—about the cost of the Channee plant at Paducah, 
and the proposed cost of the Memphis plant. 

Senator Krravuver. Talking about the Dixon- Yates plant; is that it? 

Mr. Donnetiy. The proposed cost of the Memphis plant, yes. 

Senator Krravuver. Do you remember now distinctly that the Robin- 
son n there was Paul —— 2 

Mr. Donnetiy. No, I said I think it was Paul Miller. I don’t 
know who the man was. He was with Mr. Wenzell. 

Senator Krerauver. Was he discussing the matter of financing the 
plant? 

Mr. DonnetLy. No, he was just sitting there as a spectator, waiting 
for Mr. Wenzell. 

Senator Kerauver. How did you get his name as “Robinson 2” 

Mr. Donnexty. I thought at the time it was; yes, sir. 

Senator Krravuver. This is what is a secret meeting. Was it a 
secret meeting ? 

Mr. Donne.ty. It was a staff meeting in the Budget Bureau. 

Senator Keravuver. And are you in the habit of having somebody 
you do not know who they are, whether Miller or Robinson, sitting 
around in secret meetings ? 

Mr. Donnetty. I was not conducting the meeting myself. 

Senator Kerauver. Who was conducting it? 

Mr. Donnetiy. Mr. Warner. 

Senator Kerauver. Who is Mr. Warner? 

Mr. Donnetiy. He was my superior. 

Senator Krerauver. Why did you not include it in the chronology ? 

Mr. Donnetty. I didn’t make the chronology u 

Senator Kerauver. This is another meeting Mr. Wenzell was in. 
We did not hear anything 

Mr. Hucues. That was merely a discussion and we don’t put those in. 

Senator Krerauver. Was Mr. Miller a member of the staff? 

Mr. Hvueues. I know nothing about Mr. Miller’s presence. This is 
the first time I have ever heard of him. 

Senator Krravuver. In other words, the meetings were kept secret 
from everybody, from the public and from everybody except the em- 
ployees of the First Boston Corp.; is that correct ? 

Mr. Hueues. I would not say that is a correct statement. 

Senator Krrauver. Is that true, Mr. Donnelly? You had secret 

meetings—the public could not know, but you let First Boston people 
into your meeting ? 

Mr. Donnetty. This gentleman who was with Mr. Wenzell—and I 
say I don’t know his name, but he was with Mr. Wenzell. 

Senator Kerauver. All right. Let us have that back. It is quite 
apparent that we will have to study these records and find out about 
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any other meetings and ask some of you gentlemen about it. So we 
will probably have to ask that you come back again after we have had 
a chance to study these records. If these records had been furnished 
us when we asked for them and sent our staff down to get them, back 
in June, we would not have all of this difficulty. 

Each one of these will be made exhibits and we will have photostats 
made of them, so that the originals can be kept. 

Is there anything else? 

Senator Lancer. Before we adjourn—we are going to adjourn for 
the night ? 

Senator Krrauver. We will adjourn until 8. Mr. Demmler is here. 
He can’t be here tomorrow. We will recess until 8 o’clock tonight. 

Senator Lancer. I want to offer a resolution. I would like to have 
Mr. Wallace read it. 

Senator Krerauver. We should have an executive session. 

Senator Lancer. No; I do not think so. 

Senator Krerauver. Senator Langer offers a resolution which will 
be read. 

Read it. 

Mr. Wattace. Senator Langer’s resolution. 


Whereas in his report of expenditures, Mr. Purcell Smith, as registered lobbyist 
for the private utility companies, at a salary of $65,000 per annum plus unlimited 
expense account, has reported that some of the money contributed by his em- 
ployers has been spent in the fight for the Dixon-Yates contract, I deem it of vital 
importance to the people of this country that this subcommittee conduct a full, 
complete, and thorough investigation looking into the financial activities of Mr. 
Purcell Smith, the private utility companies who employed him, with particular 
reference to those companies owned, operated, or controlled by either Mr. Dixon 
or Mr. Yates, their wives or any members of their families and any and all per- 
sons associated with them in private utility ownership in order to ascertain 
what was done in behalf of the private utilities, to wreck TVA, REA, or public 
power, to put over the Dixon-Yates deal. 


Senator Krerauver. The resolution is as submitted. We ought to 
have Senator O’Mahoney here so we would have a quorum. 
Senator Lancer. I offer a second resolution. 


Senator Kerauver. It will be considered at that time. 
Mr. WauLAce (reading) : 


I move that Mr. Arthur Summerfield, now a member of the Cabinet by virtue 
of having been appointed Postmaster General by President Eisenhower, be sub- 
penaed, not as Postmaster General of the United States, but as former chairman 
of the Republican National Committee during the Eisenhower campaign, to as- 
certain how much money Mr. Dixon and Mr. Yates and any of their associates, 
including their wives and members of their families, or any private utilities, con- 
tributed to the campaign funds of the Republican Party, having the Dixon-Yates 
contract in mind. 

I respectfully call the attention of the chairman of this subcommittee to the 
fact that the election was held in November of 1952, and Mr. Adolphe Wenzell 
of the First Boston Corporation was contacted early in January of 1953. 


Senator Kreravver. The resolution will be filed. 

Senator Lancer. I offer a third resolution. 

Mr. Wa.uace (reading) : 

I move, in view of the fact that Mr. Sherman Adams, assistant to the President, 
has refused to testify, giving the excuse of being an officer appointed by the 
Chief Executive, and in reliance of an Executive order of May, be subpenaed. 


Senator Lancer. A resolution given during the MeCarthy-Stevens 
hearing. 
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Mr. WALLAcE (reading) : 


In view of this position taken by Mr. Adams, I believe he should be subpenaed 
as a private citizen to ascertain what funds were contributed by Mr. Dixon and 
Mr. Yates, and any private utilities companies, their associates, wives, and 
members of their families, when Mr. Adams was a candidate for Governor of 
the State of New Hampshire, and that Mr. Adams be interrogated on matters 
which occurred only during those years prior to his appointment by President 
Eisenhower to the position he is now holding. 

Senator Kreravuver. The resolution will be duly filed and taken up 
in a subsequent meeting, ; 

Senator Lancer. I offer a fourth resolution. 

Mr. WALLACE (reading) : 

I move that all the then officers of the First Boston Corporation, or anyone 
acting in their behalf, be subpenaed and a full investigation made of the part 
played by them, if any, in the last Republican and Democratic election. 

Senator Keravver. The resolution will be filed pending action. 

Senator Lancer. I offer a fifth resolution. 

Mr. WALLACE (reading) : 

In all fairness, I believe that we should also subpena the head of the Demo- 
cratic National Committee, Mr. Stephen A. Mitchell, to find out what funds were 
contributed to the campaign of Mr. Stevenson, the Democratic candidate, or to 
the Democratic Party during the election of 1952 by Mr. Dixon and Mr. Yates, 
their wives, or any members of their respective families, or any of their asso- 
ciates, or by the private utility companies. 

Senator Kerauver. The resolution will be filed subject to future 
action. E 

Senator Lancer. I offer a sixth resolution. 

Mr. Watiace (reading) : 

I move that the chairman of the United States Senate Committee on Privileges 
and Elections who has custody of all financial reports filed by the Republican 
and Democratic National Committees be requested to promptly furnish the 
original or a certified copy of each such report to the chairman of this subcom- 
mittee or in the alternative, that the clerk of the Senate Committee on Privileges 
and Elections be subpenaed to appear pursuant to a subpena duces tecum requir- 
ing him to produce the reports filed by the treasurers or other officers of both 
the Republican and Democratic Committees for the 1952 election, to ascertain 
what contributions were made by the private utilities companies in these cam- 
paigns and whether they involved Mr. Dixon or Mr. Yates. 

Senator Keravuver. The resolution will be filed, subject to future 
action. 

Senator LANGER. I am motivated partly by the fact that 2 days ago, 
the grand jury indicated down in St. Louis, Mo., Mr. Matt Connelly 
and Mr. T. Lamar Caudle. 

Most certainly, if we had subpenaed Matt Connelly at this kind 

Ys : I J 
of a hearing when he was in office we might have been met with the 
same objection that Mr. Sherman Adams is raising now. 

I think it is the duty of this committee to find out all the con- 
nections of Dixon-Yates and those they associated with, whether they 
are from the Democratic or Republican Parties. 

I am not asking Mr. Summerfield or Mr. Sherman Adams to di- 
vulge anything that has taken place during the time that they have 
held office, since they have been appointed by the President—I am 
asking only that we have a chance to interrogate them on matters 
that happened before they assumed public office. 
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Senator Keravuver. Speaking for myself, I think it is an inquiry 
that could properly be made. We will have to discuss it in executive 
session, as to the jurisdiction of this committee. 

Senator Dirksen. That is right. 

Senator Kerauver. The facilities we have are limited, as is well 
known, we are here as a subcommittee of the subcommittee, without 
many resources. 

Senator Lancer. Mr. Chairman, I am going to ask them only about 
their connection with Dixon-Yates. I am not going into a general 
fishing expedition at all. I want to know their connection with Dixon- 
Yates, whether it was discussed during the campaign; how it hap- 

ened that within a few weeks after Mr. Eisenhower took office we 
have this fellow, Adolphe Wenzell, over here in the Atomic Energy 
Commission, and whatever other ¢ onnection ; and I think every mem- 
ber of this committee wants to know. I think we are entitled to know. 

Senator Kerauver. I agree with you, Senator Langer. 

Senator Dirksen. Before we get away from that 

Senator Krrauver. Senator Dirksen. 

Senator Dirksen. I just wanted to observe, it would occur to me, 
looking at the burden of these resolutions very properly speaking, 
these would go to the Committee on Rules, and be referred to the 
Committee on Privileges and Elections. 

I think it is quite clear they would have jurisdiction over the pur- 
poses of these resolutions also. 

Senator Kerauver. One of them does refer to the Committee on 
Privileges and Elections, but the others are probably within the 
jurisdiction of this committee, it appears 

Anyway, we will have to take them up and discuss them and see 
what action we can take on them. 

I wish it were possible to have Senator Kilgore present since he 
is the chairman of the entire committee. 

I am in sympathy with the general purposes of Senator Langer, 
and we will see what we can get done about it. 

Senator Lancer. As the chairman knows, I discussed this with no 
member of this committee. It is an action I have taken entirely on 
my own, but I believe as a Senator that the facts in connection with 
the Dixon-Yates thing should be uncovered from the very bottom 
to the very top. 

I intend to a all I can to help uncover them. 

Senator Kerrauver. Well, you have done a great deal, Senator 
Langer. Back in the very beginning of this investigation you carried 
it on, without any staff wh: atsoever, in the summer of 1954. 

If there is nothing else, we will stand in recess. 

Do you have something you wanted to say ? 

Mr. Focxe. I think it has been suggested that Mr. Wenzell was 

valled here in January of 1953. I believe the record clearly estab- 
lishes that there was no connection with Mr. Wenzell until May 1953. 

Senator Krrauver. The record is that he was called in March 
1953, and he stayed until sometime in September 1953. He was called 
back. 

Mr. Focke. I think it was in May. 

Senator Kerauver. Was it May ¢ 

Mr. Focxer. Yes, sir. 
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Senator Kerauver. Well, anyway, early in 1953 when he came 
back and he came back in 1954. 

Mr. Focxe. 1954. 

Senator Krerauver, We will stand in recess until 8 o’clock this 
evening. 

(Whereupon, the committee recessed at 5: 55 o’clock to reconvene at 
8 o’clock, the same day.) 


EVENING SESSION 


Senator Kerauver. Mr. Demmler, will you come around, please. I 
don’t believe you have been sworn in our hearing, have you? 

Mr. Demmter. No. 

Senator Kerauver. Do you solemnly swear the testimony you give 
will be the whole truth, so help you God? 

Mr. Demnter. I do. 

Senator Kerauver. Mr. Demmler, will you for the record identify 


yourself. Give us your full name and your residence; where you are 
now. 


TESTIMONY OF RALPH H. DEMMLER, PITTSBURGH, PA., ACCOM- 
PANIED BY WILLIAM H. TIMBERS, GENERAL COUNSEL, SECURI- 
TIES AND EXCHANGE COMMISSION 


Mr. Demmuer. The name is Ralph H. Demmler. I live at 1020 
Highmont Road, Pittsburgh, and I am a lawyer there, 747 Union 
Trust Building, partner in the law firm of Reid, Smith, Shaw & 
McClay. 

Senator Kerauver. I didn’t get all that. Reid, Smith a 


Mr. Demnter. Reid, Smith, Shaw & McClay. 
Senator Kerauver. M-c Q 


Mr. Demoter. C-l-a-y. 

Senator Keravver. You are a full partner in the firm. 

Mr. Demmnter. Yes. 

Senator Kerauver. You were a member of the SEC for a number 
of years? 

Mr. Demnter. June 17, 1953, until May 25, 1955. 

Senator Keravuver. And prior to that time what did you do, Mr. 
Demmler ? 

Mr. Demmter. For 10 years I was with Reid, Smith, Shaw & 
McClay. Beginning in January of 1948 I became a partner. 

Senator Kerauver. And you practiced law in Pittsburgh? 

Mr. Demter. Since 1928. 

Senator Krrauver. What law school are you a graduate of? 

Mr. Demoter. University of Pittsburgh. 

Senator Krerauver. Mr. Demmler, last July we had Mr. Armstrong, 
the present Chairman, who succeeded you as Chairman of the SEC; 
is that correct ? 

Mr. Demmter. Yes, he succeeded me. 

Senator Krrauver. Before us, and at that time you were in Europe, 
and you returned in August sometime, and we had you scheduled to 
come down and hearings were delayed, and you are here now. 

Mr. Demmter. Yes, sir. I want to say thank you very much for 
continuing the hearings this evening. I appreciate that. 
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Senator Krrauver. Well, we would all rather continue it tomorrow, 
but we know how busy lawyers are. We don’t want to disturb your 
situation any more than we have to. 

Mr. Demmler, when did you become Chairman of the SEC? 

Mr. Demouer. June 17, 1953. 

Senator Krerauver. And you became a member, though, in 

Mr. DemmMter. June 17, 1953. 

Senator Krerauver. Mr. Demmler, when was the first you heard 
about the so-called Dixon-Yates contract and its financing? 

Mr. Demonter. I think it was an exhibit that was previously intro- 
duced in these hearings, which was a copy of a memorandum that Mr. 
McDowell gave to the Commission. A copy of that memorandum was 
sent up to me; it is exhibit 104. It is a memorandum dated April 9, 
1954. To the best of my recollection, that is the first I heard of it. 

Senator Kerauver. And what was the occasion you heard about it 
on April 9, 1954? 

Mr. Demmter. I am fixing that date simply because the memo- 
randum is dated that date. 

Senator Krerauver. Well, then, assuming that is the date, what was 
it you heard at that time? 

Mr. Demmter. Whatever is in the memorandum. 

Senator Krrauver. I am asking you your independent recollection. 

Mr. Demnter. I really have no inde ‘pendent recollection, beyond the 
fact that, as it has been refreshed by the memorandum, that it re- 
ported the fact that there was under consideration the negotiation 
of a contract under which a company called company X, “L think, 
would be owned by Middle South and Southern Co. 

Senator Keravver. That was the conference that was held at which 
time Mr. McDowell, Dixon, Canaday, Barry, and you, as Chairman, 
and then 

Mr. Demnter. No; I wasn’t present at the conference. 

Senator Kerauver. Then, Mr. Barry, who is chairman of the execu- 
tive committee of the Southern Co; Mr. Smith, of Winthrop Stimp- 
son, counsel for Southern Co.; Mr. James, counsel for Dixon- Yates, 
were there for the purpose of discussing the proceedings that were 
going to come before the Securities and Exchange Commission ? 

Mr. Demnouer. It was whatever the memorandum says, sir. 

Senator Kerauver. What was the first discussion that you partici- 
pated in, Mr. Demmler? 

Mr. Demmnter. I don’t recall whether we talked about this memo- 
randum at the Commission table or not. I have no recollection of any 
discussions on the subject until at or near the time that Mr. Arm- 
strong and Mr. McDowell and I went up to the Atomic Energy Com- 
mission and talked to Joseph ( ‘ampbell, who was then a Commis- 
sioner, and several other men from AEC. I recall that Mr. Cook was 
there, and Mr. Mitchell and Mr. Campbell. 

Senator Kerauver. And what was that date that you went to Mr. 
Campbell’s office / 

Mr. Demnter. That was the 3d of August. Mr. 
too. 

Senator Kerauver. Now, the situation was that in 1954 a contract 
was being considered whereby the Dixon- Yates, the Mississippi Valley 
Gener ating Co., a public utility corporation, was entering into or 


Nichols was t*:ere, 
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about to enter into, and did enter into, a contract with the Atomic 
Energy Commission for the construction of this plant for which it 
would need approval for its so-called equity financing and also its 
bond financing; is that correct ? 

Mr. Demauer. Yes. 

Senator Kerauver. Approval by the SEC? 

Mr. Demmter. Well, strictly speaking, Middle South and South- 
ern Co. would require "approval by the Commission, under sections 
9 and 10 of the Holding Company Act, of the acquisition of common 
stock of Mississippi V alley Gener ating Co.; and Mississippi Valley 
Generating Co., as a public utility company subject to the jurisdiction 
of the Public Service Commission of Arkansas, would be required 
under section 6 (b) of the Holding C ompany Act to apply for an 
exemption from the requirements of section 7 of the act. 

Senator Krrauver. Well, I don’t have the act before me at the 
present time, but what is section 7? 

Mr. Demnter. Section 7 is an act that requires, in connection with 
the issue of securities, the filing of what is known as a declaration 
which sets forth certain information regarding the financing. Sec- 
tion 6 (b) of the act says that any company which is organized under 
the laws of a particular State and whose issues of securities must be 
specifically authorized by a Public Utility Commission of that State 
is exempt from the requirements of section 7; that is to say, the SEC 
is not in position to stop financing, but it does have the power to im- 
pose terms and conditions. 

Senator Kerauver. But, in any event, under the Holding Company 
Act, you have a provision about territory and whatnot, “and under 
the SEC Act having to do with the issuance of bonds and stocks, the 

matter had to become before the Commission for its approval ? 

Mr. Demmier. Well, the equity financing was not under the Secur- 
ities Act because there was no public offering involved. 

Senator Kerauver. Now, ordinarily in order to approve an issuance 
of bonds and stocks for a public utility or for an electrical utility 
company, you would require it on a 60-40 basis; is that it? 

Mr. Demmuer. Nothing in the act that says so; no, sir. 

Senator Krrauver. But that was the usual rule? 

Mr. Demmter. Let us say that was a kind of a rule of thumb. 

Senator Kerauver. That the contractors or the applicants would 
have to put up, is it 40 or 60 percent ? 

Mr. Demmter. Well, generally speaking, in the normal situation 
the Commission tried to “get utilities to work toward a maximum of 
60 percent debt. 

Senator Krravuver. And 40 percent of equity ? 

Mr. Demmter. 40 percent equity. 

Senator Keravver. Now, in this case, the proposition came around 
5 percent equity and 95 percent debt; is that correct ? 

Mr. Demmuer. That is what the proposition was; yes, sir. 

Senator Krerauver. And there was some question about whether 
that high percentage of debt financing would meet the requirements 
of the Securities and Exe ‘-hange Commission ; is that correct ? 

Mr. Demmter. Well, the capital ratios are always an issue in utility 
financing ; yes, sir. 

Senator Krravuver. And that was one of the issues before you; one 
of the issues raised ? 
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Mr. Demoter. It was one of the issues that was potentially in _ 
‘ase. In the equity financing it was not as directly involved as it w 
in the debt financing. I was out of the Commission by the time the 
debt financing came along. 

During the equity financing hearings, it was made clear that a stipu- 
lation of some kind, or an announcement that I made duri ing the course 
of the hearing, in whic h counsel for the applicants had heard that the 
Commission’s full j jurisdiction with respect to the debt financing was 
unaffected by whatever order might be made in the equity financing. 

Senator Kerauver. There was an endeavor to combine the two of 
them upon the motion of the State of ‘Tennessee, was there not, to com- 
bine the hearing on the debt financing with the hearing on the bond 
financing 

Mr. Demnier. The contention was raised—— 

Senator Kerravuver. Which motion was overruled by you as 
Chairman ? 

Mr. Demmter. It was overruled by the Commission. 

Senator Kerauver. Anyway, you handed down the opinion. 

Mr. Demmuer. The Commission. 

Senator Kerrauver. Speaking for the Commission, you handed 
down the opinion ? 

Mr. Demure. Well, the opinion was an opinion of the Commis- 
sion; no more mine than anybody else’s. 

Senator Krrauver. The matter of the 95 percent and 5 percent 
‘apital and equity ratio was one of the problems discussed at the 
August 3 meeting, was it not? 

Mr. Demnter. Yes; the existence of that problem was mentioned. 

Senator Kerauver. And the Securities and Exchange Commission 
is a quasi-judicial agency, is it not, Mr. Demmler? 

Mr. Demmter. Well, the Securities and Exchange Commission is 
an independent agency. It is an administrative agency. It has cer- 
tain powers, which are clearly legislative in its rule-making power. 
It has certain powers which are clearly executive in its enforcement 
powers, and it has certain powers which are quasi-judicial. 

I might say that under the Administrative Procedure Act, that the 
granting of exemptions and permits of the character that are in- 
volved here are known as initial licensing, and are not subject to the 
requirements of the Administrative Procedure Act with respect to 
adjudication. 

Senator Kerauver. Mr. Demmler, what was the purpose of you 
going over to Mr. Campbell’s office on August 3, to talk with him and 
with Mr. Nichols and Mr. Cook and Mr. Mitchell, the general counsel ¢ 
What did you and Mr. Armstrong go over there for ? 

Mr. DemmeR. Well, it was Mr. Armstrong and Mr. McDowell and 
I, and it is my clear recollection, although I could be wrong in this, 
that the other Commissioners knew that we were going. The purpose 
was simply this 

Senator Krerauver. You went to the Atomic Energy Commission 
office, did you ¢ 

Mr. Dewar. Yes, sir. We met in Mr. Campbell's office. 

Senator Keravuver. Was this a daytime meeting or nighttime 
meeting ? 

Dr. Demaier. It was a daytime meeting. 

65950—56—pt. 2-38 
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Senator Kerauver. You met in Mr. Campbell’s office, and how long 
did the conference 


Mr. Demmuer. May I answer your question as to what my purpose 
was? 

Senator Kerauver. How long did the conference last ? 

Mr. Demmurr. May I go back and answer your question, because I 
don’t want the question to go unanswered ? 

Senator Krrauver. All right. What was the purpose of the visit ? 

Mr. Demotuer. It was my feeling that the Atomic Energy Com- 
mission and the Securities and Exchange Commission were all a part 
of the same Government, and it has cert: uinly been the practice of the 
Securities and Exchange Commission, from the beginning, it has been 
a publicly announced practice, it has been reflected in the reports of the 
Commission to Congress, that statutory annual reports of the Com- 
mission that it furnishes an interpretive service to parties having 
business before it. 

Now, we knew very well that the public utility companies involved, 
the holding companies, were familiar with the Holding Company Act 
and with the rules and regulations of the Commission under it, but 
there are a great many things about the administrative policies of the 
Commission under the Holding Company Act which do not appear 
from reading the rules and regulations of the Commission, nor the 
act itself. 

And we felt it our duty—or, let me put it this way: I felt it to be our 
duty that we would acquaint the Atomic Energy Commission with 
the issues that would be raised under the Holding Company Act. 

Now, we did that not solely as the result of any ‘independent think- 
ing of my own, but the fact of the matter is that in connection with 
the Ohio Valley Electric Co., the Securities and Exchange Commis- 
sion had been approached informally—this was in 1952 before I came 
to the Commission—had been approached informally, in connection 
with a somewhat similar arrangement, and had made suggestions 
to the Atomic Energy Commission and/or the utilities involved as 
to a way by which the ‘setup could be changed in order to avoid conflict 
with the so-called great-grandfather clause of the Holding Company 
Act. 

And I felt that the minimum that it would be our duty to do would 
be to call the attention of the other interested agency in Government, 
other agency primarily interested, as to what those issues under the 
Holding Company Act were. 

Senator Krrauver. The OVEC contract is the one that you re- 
ferred to, where five companies joined together for the purpose of 
building a steam plant, in Portsmouth, Ohio, for the purpose of fur- 
nishing the Atomic Energy Commission power directly from their 
plants; is that correct? 

Mr. Demnter. That’s right. 

Senator Krrauver. State again what your purpose was in going to 
the Atomic Energy Commission. A contract was under preparation 
between the Atomic Energy Commission and Dixon-Yates. Now, 
why did you go to the Atomic Energy Commission ? 

Mr. Demure. I thought that it was our duty to advise the Atomic 
Energy Commission as to what the problems were under the Holding 
Company Act. 
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Senator Krravuver. For the purpose of enabling them to meet those 
problems in their contract; is that it? 

Mr. Demner. I felt that the communication of the nature of the 
problems was a matter of duty, and the end of our duty on the subject. 

Senator Krravver. Mr. Demmler, the Atomic Energy Commission 

ras not the applicant for approval of its debt and bond financing be- 
Seis the SEC. The Atomic Energy Commission was writing a con- 
tract with Dixon-Yates. Now, w shat was the specific purpose that 
you went to the Atomic Energy Commission for ? 

Mr. Demmter. I have answered the question, sir. 

Senator Kerauver. You knew the contract had not been fully pre- 
pared and executed ? 

Mr. Demoter. Well, I knew that the contract had not been exe- 
cuted ; yes. 

Senator Krravuver. Did you go there for the purpose of telling them 
what provisions they should put in the contract, in order to bring it 
into the OVEC status, so that they could get approval by the SE cr 

Mr. Demouer. No. 

Senator Kerauver. Then what purpose did you go for? 

Mr. Demnter. To acquaint them with what the issues under the 
Holding Company Act were. 

Senator Kerauver. What did you tell them ? 

Mr. Demmuer. We pointed out that there was a problem of debt- 
equity ratios under the general customary administrative policies of 
the Commission, historically under the Holding Company Act. We 
told them that there would be 

Senator Kerauver. What did you tell them to do about this debt- 

ratio problem ¢ 

Senator Kerauver. Why did you tell them about it ? 

Mr. Demmurr. Because I think that an administrative agency which 
has a function of guiding as well as determination had a duty to an- 
other arm of the Government to advise it as to what the problems 
were. 

Senator Kerauver. Was the Atomic Energy Commission going to 
be a party asking approval of bonds and financing? That was going 
to be Dixon- Yates; wasn’t it? 

Mr. Demmter. No; but the performance of the contract which the 
Atomic Energy Commission was negotiating would involve financing 
which was subject to the jur isdiction of the Securities and Exchange 
Commission. 

Senator Kerauver. Mr. Demmler, would this be fair to say: You 
were advising the Atomic Energy Commission how they had better 
write their contract with Dixon-Yates, so that they could bring it 
within some rule or principle of the Securities and Exchange Commis- 
sion to get approval of their financing ? 

Mr. Demuurr. No; that would not be a fair statement. 

Senator Kerauver. Well, let’s see what you advised them? You ad- 
vised them about the 95/5 percent. What did you say about that? 
How did you say that was going to get approved ¢ 

Mr. Demoier. We pointed out the fact that the 95/5 ratio was an 
unusual debt ratio. We pointed out that the only precedent for ratios 
of that character were the so-called OVEC, the Ohio Valley Electric 
Co. case, and the Electric Energy Inc., case. Another issue that 
we-—— 
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Senator Keravuver. Let’s stay with that issue for a minute. OVEC 
and EEI were approvals, where several companies formed a corpora- 
tion to enter into a contract with the Atomic Energy Commission for 
furnishing power to the plant at Portsmouth in the case of OVEC 
and to the plant at Paducah in the case of the EEI; is that correct 4 

Mr. Demmter. Yes, sir. 

Senator Keravver. And then was it your suggestion that they had 
better write their contract so as to come within that framework? 

Mr. Demmter. We made no suggestions with respect to the writing 
of the contract. 

Senator Krrauver. Was that the purpose of telling them that; 
otherwise, why were you telling them this? 

Mr. Demmter. I simply felt that it was advisable that another agen- 
cy of the Government should know what the issues under the Holding 
Company Act were. 

By the same token, we were asked to send a representative to the 
Joint Committee on Atomic Energy just before the hearing, on the 
waiver question, in November to advise them as to what the issues un- 
der the Holding Company Act were. 

Senator Kerra AUVER. I am trying to get this clear, Mr. Demmler. 
Ordinarily it is 60/40 and you told them this 9: 5/5 copra’ a very 
serious proposition, and you wanted to explain the rule applicable to 
it. Now what was your purpose in telling them about that ? 

Mr. Demnuer. The purpose which I had previously stated several 
times this evening, Senator Kefauver, namely, that I felt it was our 
duty as an agency of the Government to see to it that the interested 
agencies of the Government knew what the problems under the Hold- 
ing Company Act were. 

Senator Keravver. And that you explained to them that they would 
have to bring this under the national-defense category as EEI and 
OVEC had been brought in order to secure approval of the 95/5 per- 
cent ratio ? 

Mr. Demmter. No, sir; I did not. 

Senator Keravuver. That was the case; wasn’t it ¢ 

Mr. Demmrrr. No, sir. 

Senator Keravver. This 95/5 percent ratio was something that you, 
as a member of the SEC in your quasi-judicial capacity would have 
to pass on later on, wasn’t it # 

Mr. Demmter. The issue was one that would be involved in the 
financing; yes, sir. 

Senator Keravver. How can you justify advising somebody whose 
contractual partner is coming before the SEC on what kind of con- 
tract and what kind of provision they must have, what kind of cate- 
gory they must bring it in, and later on you, yourself, were going to 
pass on it as a member of the SEC? 

Mr. Demnter. Well, that is one of the great quandaries which con- 
fronts an administrative agency every day, and as I said a little while 
ago, a function of an administrative agency is to guide people into 
compliance with the law as well as to pass upon applications. 

Now it so happens that the Congress gave us that kind of a duty. 
It is also a fact that the Commission has been doing just that for the 
whole history of its existence, and the Congress has been so advised 
of that fact in the annual report of the Commission and in many 
decisions of the Commission. 
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Senator Keravver. And in contested cases? 

Mr. Demouer. I think that is true in contested cases; yes, sir. There 
was no case at the time I went over there. 

Senator Krerauver. Well, you knew this was going to be a contested 
case. Everybody said they were going to contest it. 

Senator Dirksen. You can’t put those words in his mouth. 

Senator Kerauver. You knew that, Senator Dirksen. 

Senator Dirksen. Let the witness answer. 

Senator Kerauver. You knew. 

Senator Dirksen. Nobody knew, as a matter of fact. Let Mr. 
Demmler say whether he though it was going to be contested or not. 

Senator Kerauver. All right. 

Senator Dirksen. But I don’t believe it is fair to put words in his 
mouth. 

Senator Krrauver. I don’t think anybody is going to take advan- 
tage of Mr. Demmler. 

Senator Dirksen. I know, he will take care of himself. He does 
pretty well, I think. 

Senator Keravver. He has been with a great law firm, is still with 
one. He is perfectly capable of taking care of himself. 

Senator Dirxsen. Yes, but I don’t think you ought to take ad- 
vantage of a witness. I would rather hear him say it. 

Senator Kerauver. But the point I wish to bring out: from the 
very inception of Dixon- Yates, you knew there was a great controversy 
about it, didn’t you, Mr. Demmler, that a lot of people were fighting 
it all the way through ? 

Mr. Demoterr. I had read the papers; yes, sir. 

Senator Kerauver. You were aware of that? 

Mr. Demnter. I didn’t know who would be contesting it when 

Senator Kerauver. The fact that you knew that « great objection 
would be raised was one of the reasons you went down to try to set the 
Atomic Energy Commission right, wasn’t it ? 

Mr. Demmuerr. You are putting words into my mouth? 

Senator Kerauver. I am just asking you a question, sir. 

Mr. Demoer. That was not my purpose, sir. My purpose was to 
acquaint the Atomic Energy Commission with the problems under the 
Holding Company Act. 

Senator Krerauver. Well, sir, tell me what other contested case were 
you ever advised in secret how one side should present their case, in a 
contested case ? 

Mr. Demmer. You are assuming a state of facts, namely, that I 
advised them how to present their case. I never did. 

Senator Kerauver. Well, not to present their case, but how to write 
their contract. 

Mr. Demnier. I didn’t advise them how to write their contract. 

Senator Krrauver. What was the purpose of telling them the diffi- 
culties of 95/5 percent ? 

Mr. DemMter. It seems to me that it was simply to point out to them 
that here are certain problems which confront the Atomic Energy 
Commission, the sister agency of Government in connection with this 
contract. 

Senator Kerauver. Well, you just told them what the hurdles were, 
is that what you mean ? 
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Mr. Demnter. That is a fair paraphrase. 

Senator Kerauver. What were the other hurdles? You talked 
about the 95/5 percent. What were the other hurdles you advised 
them about ? 

Mr. Demotuer. The other hurdles were the so-called 10 (c) (2) 
problem, the so-called integration problem which has been testified 
to at length in these hearings. 

Senator Keravver. In other words, the Southern Co. getting over 
into another territory with another holding company, is that it? 

Mr. Demouer. That’s right, whether this generating plant could be 
a part of an integrated public- utility system of both Middle South and 
Southern Co. 

Senator Kerauver. And since it was some 100 miles from Southern 
Co., it would be difficult to classify it as an integrated utility of the 
Southern Co. 

Mr. DemMLer. We presented that as an issue. 

Senator Keravuver. How did you tell them to get over that hurdle? 

Mr. Demmuer. I didn’t tell them how to get over the hurdle. We 
pointed out the fact that the same problem had been involved in the 
Ohio Valley Co. case and in the Electric Energy case, and that in 
those two cases the Commission in 1951 and 1952 had reserved juris- 
diction of that particular problem. 

Senator Keravuver. And you also pointed out, didn’t you, that in 
line with the findings in the OVEC and EEI eases, and in line with 
your findings on the equity proceeding here, that the national de- 
fense effort, the fact that this was a national defense contract fur- 
nishing power to the the Atomic Energy, was a consideration that 
would overcome this—— 

Mr. Demnter. If I recall, we indicated that the reason the Com- 
mission had reserved the jurisdiction in that case as set forth in its 
opinion, was that the national defense emergency existing at that 
time had made the Commission decide that they would not resolve 
that question but would reserve it for the future. 

Senator Keravuver. And the equity decision, you didn’t reserve any 
decision on the matter in this case? 

Mr. DemMier. No; we did not. 

Senator Keravuver. So whereas in OVEC and EEI the matter, the 
decision, on the section 12 (c) was reserved ? 

Mr. DemMter. 10 (c), I think. 

Senator Kerauver. 10 (c) I meant. 

Mr. DemMter. Correct. 

Senator Kerauver. It was not reserved in the equity decision in 
this case ? 

Mr. Demmter. No. 

Senator Kerauver. And so from that time on your holdings and 
your rulings in the SEC where they tried to bring in evidence to show 
that the power was not going to the Atomic Energy Commission but 

vas going to commercial users in Tennessee, you overruled the objec- 
tions! 


Mr. Demmnter. I will have to let the record speak for itself on 
that one. 


Senator Keravver. The record does show that you overruled. When 
they attempted to show that this did not fit the pattern of OVEC and 
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EEI, in which cases the power went directly to the Atomic Energy 
Commission, but was in fact an arrangement for furnishing power to 
commercial users in ‘Tennessee, on that testimony and when testimony 
to the effect that no contract had been finally consummated to the 
Tennessee Valley Authority was offered, you sustained the objection 
to the testimony. 

Mr. Demnter. As I say, I don’t remember that record which was 
made a year ago but it shows whatever it shows. 

Senator Keravuver. That is the record. Now, why did you do that, 
Mr. Demmler ? 

Mr. Demnter. I am going to have to say that I did it for the reasons 
as shown in the record and in the opinion. 

Senator Kerrauver. Well, anybody would know that the power 
company electricity was not going to Paducah, it was going to Mem- 
phis, wouldn’t they, but you refused to let them prove it? 

Mr. Demuer. I am going to stand on what is in the record and in 
the opinion. It speaks for itself far better than I could speak extem- 
poraneously on the subject. 

Senator Kerauver. Mr. Demmler, you were just following out your 
part of the pattern that you laid down in your conference of August 30 
with the Atomic Energy people; isn’t that true? 

Mr. Demauer. I would say that that is not true, sir. 

Senator Krerauver. Well, if a fact is a fact, Mr. Demmler, why 
wouldn’t you let the facts be brought out? You knew that the power 
was not going to the Atomic Energy Commission. You knew that. 
This had no similari ity to OVEC and the EEI. 

Mr. Demmuer. Senator, you are saying to me why we decided—— 

Senator Kerauver. Let me finish my question. Anybody knew that 
the power was not going to the atomic energy plant at. Paducah. 
Everybody knew that this was not in the c ‘ategory of EEI and OVEC 
where the plant furnished the power directly to the Atomic Energy 
Commission. Then why did you refuse to let plain obvious facts be 
proven in the record ? 

Mr. DemMter. You are asking me why we did what we did. We 
did what we did and you have alluded to the fact that this is a quasi- 
judicial act on our part. You asked me why we did what we did; we 
did it for the reasons that are set forth in the record and in the opinion. 

Senator Dirksen. How voluminous is the opinion? 

Mr. Demmier. It is forty-odd pages. 

Senator Dirksen. A little difficult to paraphrase in one paragraph? 

Mr. Dewaer. Yes. 

Senator Keravuver. Well, just go through and you will find wher- 
ever there was an effort to show that this was something different 
from OVEC and EEI, Mr. Demmler sustained the objection. Isn’t 
that because, Mr. Demmler, you knew you had to bring it within 
OVEC and EEI to get your opinion sustained by the Court of 
Appeals? 

Mr. Demmter. I would respectfully suggest that the only way 
T can answer that question is to turn over “to the committee what 1 
thing is already in the record, the findings and opinion of our Com- 
mission dated February 9, 1955, and the entire record of the testi- 
mony. 

Senator Krravuver. Yes; that is in the record already. Then, Mr. 
Demmler, you had a deadline for getting this financing approved, 
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did you not? That is, they were calling on you to get it approved 
by January 15, 1955. 

Mr. Demmtirr. The contract, as I recall, had a provision in it that 
in the event the requisite regulatory approval had not been obtained 
by February 15, 1955, that either party would have the right to 
terminate. 

Senator Kerauver. After your conference of August 3 with the 
Atomic Energy people in which you told them the hurdles they would 
have to get over, there wasn’t any question in your mind about the 
final approval of the financing; was there, Mr. Demmler? 

Mr. Demmter. Yes; there was. 

Senator Krerauver. What question remained ? 

Mr. Demmirr. All of these questions remained. That is why we 
had a hearing. 

Senator Kerauver. You had already told them the hurdles and 
how to get over the hurdles? 

Mr. Demmter. I told them the hurdles, sir, and I did not tell them 
how to get over the hurdles. 

Senator Krrauver. How does the lawyer for the other side know 
how to present his case when you confer with one side and tell him 
the hurdles, and at least, maybe suggest how he get over the hurdles? 
How can the lawyer on the other side know how to present his case 
when he is not there? 

Mr. DemmieEr. Well, I would say that the matter of telling hurdles 
is just an inevitable part of the administrative process. 

Senator Keravuver. But this is a judicial process you were engaged 
in. 

Mr. Demmter. This is an administrative process. As I said a 
little while ago, under the Administrative Procedure Act this isn’t 
even classified as adjudication. 

Senator Krrauver. Do you advise the Federal Trade Commission, 
the Federal Power Commission about problems under the Holding 
Company Act, whether they should grant aproval or not; what they 
should do? 

Mr. Demmnter. I think you are presenting something that is not 
even analogous. I never advise the Federal Trade Commission on 
anything; no. 

Senator Kerauver. The Federal Power Commission ? 

Mr. Demmter. I never advised the Federal Power Commission on 
anything. I understand that there is an exchange of information that 
goes back and forth between the various agencies when common 
problems arise. I can’t think of any particular instances now except 
in connection with accounting problems that arise under various utili- 
ty financings where the accounting is under the primary jurisdiction 
of the Federal Power Commission and the other aspects of the financ- 
ing you are under the jurisdiction of the Securities and Exchange 
Commission at conference back and forth; yes, sir, conferences with- 
out either side knowing about it. 

Senator Krrauver. How did you happen to ask the Commission 
to sit en banc instead of by examiner in this case? 

Mr. Demmter. Well, we had quite a little discussion on that particu- 
lar subject, and it was determined that we should try, as we do in 
every case, to accommodate the progress within the Commission to 
the deadlines of the parties. 
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We had our staff come to the Commission table on several instances 
to figure out how, with the hearing examiner sitting and a preliminary 
report or perhaps a preliminary report waived and all of the various 
procedural alternatives, and we figured out that the matter would go 
on for a length of time, which would surely make the question moot. 

And we felt that it was our job to have this contract ruled on, not 
this contract, because we had no jurisdiction over the contract, to 
have the financing and the acquisition ruled upon in time so that the 
question would not be a moot question. 

Senator Kerauver. In other words, to meet the deadline—— 

Mr. DemMuer. May I finish, sir? 

Senator Krerauver. Yes, indeed. 

Mr. Demmier. Under the rules of practice of the Commission, if 
you have a trial examiner sitting in a case, any party in the midst 
of a hearing may appeal any ruling to the Commission, any ruling on 
evidence, and then the Commission has to interrupt whatever it is 
doing, listen to that appeal and, if I may say so, I think it is a pro- 
cedural monstrosity to have that sort of thing happen, because you 
don’t have before you when you are asked to rule upon one of these 
appeals on a ruling in evidence, you don’t have before you anything 
that went before or after, you have none of the atmosphere of the 
hearing, and consequently it is very difficult to make an intelligent 
ruling on one of these intermediate appeals from the trial examiner’s 
ruling. 

And we decided that there would certainly be a great many of 
such appeals in a case that promised to be as bitterly contetesd as this. 
The Administrative Procedure Act provides for a hearing by the 
entire agency. This was a matter of great public importance. 

This was a matter on which we felt that we, that the Commission 
itself, should have the advantage of hearing the testimony and also by 
sitting en banc, the matter could be disposed of more expeditiously. 

Senator Kerauver. What do you mean by your statement just now 
this was a matter of great public importance? Did you know that at 
the time? 

Mr. Demmter. I would think that anyone who was not exceedingly 
naive would consider this to be a matter of great public importance. 
Someone said to Admiral Strauss or to Director Hughes this after- 
noon it was the most important thing in his fryingpan. 

Senator Krerauver. Was it a matter of great public importance 
when you went over to the Atomic Energy Commission on August 3, 
1954? 

Mr. Demauirr. I have already answered your question as to why I 
went over there. 

Senator Keravuver. Well, was it a matter of great public importance 
then ? 

Mr. Demm ter. I considered it a matter of my duty. 

Senator Keravver. Tell us the other cases, sir, where you have had 
the Commission sitting en banc in order to meet a scheduled deadline. 
Just name them, I will write them down. 

Mr. Demmier. The Commission did not sit en bane on any other 
occasion while I was on the Commission. I understand that it has sat 
en banc on cases before. 

. Senator Keravver. Just name them and I will write them down 
ere. 
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Mr. Demmnter. I don’t know the name of them. 

Senator Keravver. You know the name of no other case? 

Mr. Demmuer. I know the name of no other case, but we were 
advised by our staff, and we had no reason to question their veracity, 
that there had been at least one other case and maybe more. 

Senator Krravuver. And you were there how long, Mr. Demmler? 

Mr. Demnter. I was there for 2 years. There was one case 

Senator Kerauver. Just a minute, Mr. Timbers. Mr. Timbers, do 
you want to testify ? 

Mr. Demmurr. He gave me the name of another case. I will let 
him answer the question. 

Senator Keravuver. Let’s don’t have this prompting. I will ask you 
when I want to, Mr. Timbers. 

Mr. Trmeers. We will be glad to furnish you the information. 

Senator Krravver. I asked you but you did not know. You looked 
one up 

Senator Dirksen. This hasn’t gotten to the point where 

Senator Krerauver. Counsel are not supposed to testify, they are 
supposed to advise. 

Mr. Demmuer. Mr. Timbers is not my counsel. He is General 
Counsel for the Commission. 

Senator Kerauver. Anyway, he is sitting there advising you. 

Mr. Demntrr. He is not advising me. Mr. Timbers hasn't advised 
me about anything. 

Senator Keravuver. He is prompting you, or trying to. 

Mr. Trmpers. Any information you want, Senator, from our files 
you will get. 

Senator Krravuver. I asked you the same question, Mr. Timbers. 
Apparently you have reached and may have come up with the name 
of one. But anyway, when we want to hear from you, we will ask 
you later on. 

Senator Dirksen. If it is such a struggle for information, you can 
tell me, Mr. Timbers. 

Mr. Timprrs. Very well, I will do that, Senator. 

Senator Krrauver. So, at that time what precedent was presented 
to you, Mr. Demmler, for sitting en banc? 

Mr. Demmnter. I can’t name the case. The Administrative Pro- 
cedure Act provides for it directly in its own terms for the agency 
itself to hear cases, and it is just an unfortunate thing that the agencies 
have been so loaded with work that they can’t sit in more cases. 

Senator Keravver. Did you talk with Mr. Sherman Adams about 
this matter ? 

Mr. Demnter. The only conversation I ever had with Mr. Sherman 
Adams was after the equity financing was finished. 

Senator Kerauver. And what was that 

Mr. Demmter. The decision was made. 

Senator Krerauver. What was that, Mr. Demmler? When was it 
and where was it? We have testimony you went over to the White 
House and conferred with a number of people. Who was there and 
what was the purpose of the conference? 

Mr. Demmuer. There was a conference after the equity financing 
decision had been made by the Commission and an appeal had been 
taken, rather, a petition for review had been filed by Mr. Volpe and 
his clients or on behalf of his clients, and in that petition for review 
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the Commission, the Securities and Exchange Commission, was then 
appellee in the case. 

Now, in its character as appellee in the case, it is no longer judicial, 
it is in an executive capacity, and in those cases it can be represented 
by the Department of Justice. I had discussed with Mr. Mitchell 
two questions. 

Senator Keravuver. Mr. Mitchell of the AEC? 

Mr. Demntuer. That is right. First, whether or not the Atomic 
Energy Commission would be joining with the Securities and Ex- 
change Commission as an intervenor in this case, and No. 2, what 
position, if any, the Atomic Energy Commission proposed to take 
in connection with respect to a motion which had been filed by the two 
holding companies for summary disposition of the case. 

That is not quite the right word. I think it was a motion to dis- 
miss or affirm or something of the sort, but it was a motion for sum- 
mary disposition. 

And at that conference, which was attended, as I recall, by Governor 
Adams and Mr. Strauss, Admiral Strauss, Mr. Brundage from the 
Bureau of the Budget, Warren Burger from the Department of 
Justice, George Leonard who is an assistant to Warren Burger— 
Warren Burger is the Assistant Attorney General in charge of the 
Civil Division, and Mr. Leonard is his first assistant—I am not sure 
that anyone else was there or not, but the questions were raised. 

Senator Krerauver. Who called the conference, Mr. Demmler ? 

Mr. Demnter. I can’t answer that. I got an invitation as I recall 
from Mr. Hughes, although I was not at the meeting, Mr. Brundage 
was, and the question was raised and Governor Adams said, well, so 
far as he was concerned, the sovereign State was the petitioner for 
review, and there would be no request so far as he was concerned by 
any agency of the Government for summary disposition of the case. 

Senator Keravver. So you met at the White House ? 

Mr. DemmMter. That is right. 

Senator Krravuver. To discuss the procedural matter in the case? 

Mr. Demmter. We were at that time acting in our executive capac- 
ity as appellee in the case, and we could have been represented by 
the Department of Justice in that case, as the Commission has been 
in its character as appellee. It is just another illustration of the multi- 
charactered aspect of an administrative agency. You can’t say that 
it is purely judicial. 

Senator Keravver. But when an appeal is taken from you to the 
court of appeals, the fight is still between the Dixon-Yates, which is 
asking for approval, and the opponents of approval, isn’t it? 

Mr. Demmter. No, I would say that the fight at that stage is be- 
tween the parties whose position was turned down by us, and our- 
selves. In other words, it is entirely different than an appeal from 
a court. In an appeal from a Commission decision, the Commission 
appears as a litigant to defend its own position. Now, that is unheard 
of in a case of an appeal from a court. 

Senator Kerauver. Do I understand that you felt that the court 
of appeals on the appeal of the equity financing that you were in the 
position of appearing for the purpose of defending your position? 


Mr. Demmter. For the purpose of defending the position, that’s 
right, sir. 
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Senator Kerauver. Where did Dixon-Yates come in? Did they 
have any responsibility ? 

Mr. Demmter. They intervened. 

Senator Kerauver. And you were over to the White House with— 
was this in Mr. Adams’ office where you met? 

Mr. Demnter. No. 

Senator Kerauver. Where was it? 

Mr. Demouer. It was in another room. 

Senator Keravuver. Mr. Adams and Mr. Brundage and Mr. Leonard 
for the purpose of determining whether the Atomic Energy Com- 
mission would join you as the appellee; is that correct? 

Mr. Demmter. Since this was an appeal in which the Department 
of Justice was to be eligible to act as counsel for the Commission, if it 
chose, and since the Department of Justice had already intervened 
in the equity financing hearing representing the Atomic Energy 
Commission, and since a question of asking the court of a summary 
disposition was involved, and since public interest might be involved 
in getting this thing out of the stage of litigation, I felt that since 
the Commission was then in an executive position, I mean acting in its 
executive character as appellee in this case, that it was a matter in 
which the executive branch had a legitimate interest. 

Senator Krerauver. Do you have a memorandum of that confer- 
ence, Mr. Demmler? 

Mr. Demmter. No. 

Senator Kerauver. Was the question of how soon you would be 
able to approve the bond financing also brought up in that conference? 

Mr. Demnter. I don’t recall it was even mentioned. 

Senator Krerauver. What else was mentioned ? 

Mr. Demmter. What I have just said. 

Senator Kerauver. Is that the only and sole subject of discussion ? 

Mr. Demmuer. There was one other thing mentioned. As the con- 
ference broke u», somebody from the Department of Justice, and I 
don’t recall who it was, indicated that the Department of Justice 
would probably limit its position in the argument in the petition for 
review to the expression that the Securities and Exchange Com- 
mission had no jurisdiction to rule upon the legality of the contract. 
Bond financing wasn’t mentioned. 

Senator Kerauver. And did you have any other conferences at the 
White House? 

Mr. Demmter. There were two other conferences that I recall. 
One of them was just before the commencement of hearings before 
the Joint Committee on Atomic Energy, and I was invited over to 
that conference. I didn’t know what it was for, but the question was 
presented as to whether or not the Securities and Exchange Commis- 
sion should present, or should be asked to present, any testimony at 
the hearing before the Joint Committee on Atomic Energy on the 
question of whether or not the 30-day notice should be waived. 

I say that I feel that since the Commission had to pass upon financ- 
ing aspects of the contract. that it would be inanpropriate for the 
Commission to present any testimony at the Joint Committee because 
of the fact that it would be inevitable in a hearing of that kind that 
questions would be asked as to what we were going to do about it, and 
I stated that position, and I left. 

Senator Krerauver. And who called that meeting, Mr. Demmler? 
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Mr. Demmurr. I don’t recall who called the meeting; I think Mr. 
Hughes presided at that meeting. 

Senator Krerauver. Was that at the White House, too? 

Mr. DemMter. Yes; it was at the White House. 

Senator Kerauver. Who was there, Mr. Demmler? 

Mr. Demmter. My recollection is the following: General Persons 
was there for awhile, not very long, and General Vogel, the Chairman 
of the TVA was there, Mr. Kuykendall, the Chairman of the Federal 
Power Commission, I think, Jack Martin was there, he is an adminis- 
trative assistant, or used to be, Senator Taft’s administrative assistant. 

Senator Kerauver. And General Counsel for the President, or 
Counsel for the President ? 

Mr. Demoter. That was Mr. Shanley at the time. I don’t think he 
was there. The ones I have named are all the ones I remember. 

Senator Kreravuver. What was Mr. Kuykendall doing there? 

Mr. Demmuer. I don’t know because when the question was dis- 
posed of as to whether the SEC should be asked to have a representa- 
tive at these hearings, when that question was disposed of, I left. I 
wasn’t there very long. 

Senator Kerauver. The purpose to have a representative, you mean 
to testify before the hearings? 

Mr. Demmter. Whether or not the Securities and Exchange Com- 
mission should be one of the agencies of Government that should ap- 
pear before the Joint Committee on Atomic Energy. 

Senator Kerauver. When was that, Mr. Demmler ? 

Mr. Dem eR. I guess it was November 3, because I have a memo- 
randum which I took to the conference. 

Senator Kerauver. November 3, what year? 

Mr. Demmter. Parden me, 54. 

Senator Krerauver. That was before the proceedings had started 
before the SEC, wasn’t it ? 

Mr. Demmtuer. Yes; that’s right. 

Senator Krerauver. December 7 when the proceedings started ? 

Mr. Demmter. The hearings before the Joint Committee on Atomic 
Energy started, I believe, on the 8th of November, and this would have 
been the preceding Wednesday. 

Senator Kerauver. They started on the 4th of November; I have 
the record here. 

Mr. Demnoter. Well, then this was the day before they started. 

Senator Kerauver. This was on November 3? 

Mr. Demmter. I think it was November 3 because I have a memo- 
randum here which I referred to in saying that we had questions to 
pass upon. 

Senator Kerauver. Can you make that memorandum an exhibit to 
your testimony ? 

Mr. Demmter. Yes, sir. 

(The memorandum is as follows:) 


MEMORANDUM 


NOVEMBER 3, 1954. 
Re Dixon-Yates Power Contract. 

In determining whether to approve the acquisition by Middle South and South- 
ern Co. of securities of Mississippi Valley Generating Co., the following pro- 
visions of the Holding Company Act must be taken into consideration: 

Section 10 (b). 
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(b) * * * the Commission shall approve the acquisition unless the Commis- 
sion finds that— 

(1) such acquisition will tend towards interlocking relations or the 
concentration of control of public utility companies, of a kind or to an extent 
detrimental to the public interest or the interest of investors or consumers ; 
* * * + 7 s * 

(3) such acquisition will unduly complicate the capital structure of the 
holding company system of the applicant or will be detrimental to the public 
interest or the interest of investors or consumers or the proper functioning of 
such holding-company system. 

Section 10 (c) 

(c) Notwithstanding the provisions of subsection (b), the Commission shall 
not approve— 

(1) an acquisition of securities or utility assets, or of any other interest, 
which is unlawful under the provisions of section 8 or is detrimental to 
the carrying out of the provisions of section 11; or 

(2) the acquisition of securities or utility assets of a public-utility or 
holding company unless the Commission finds that such acquisition will 
serve the public interest by tending towards the economical and efficient 
development of an integrated public-utility system. 

Section 10 (e) and (f): 

(e) The Commission, in any order approving the acquisition of securities or 
utility assets, may prescribe such terms and conditions in respect of such 
acauisition, including the price to be paid for such securities or utility assets, 
as the Commission may find necessary or appropriate in the public interest or 
for the protection of investors or consumers. 

(f) The Commission shall not approve any acquisition as to which an appli- 
cation is made under this section unless it appears to the satisfaction of the 
Commission that such State laws as may apply in respect of such acquisition 
have been complied with, except where the Commission finds that compliance 
with such State laws would be detrimental to the carrying out of the provisious 
of section 11. 

It will be noted that section 10 (c) quoted above, refers to section 11. Sec- 
tion 11 is complex and has been construed many times. Its basic purpose is set 
forth in section 11 (a) which reads as follows: 

“Sec. 11. (a) It shall be the duty of the Commission to examine the cor- 
porate structure of every registered holding company and subsidiary company 
thereof, the relationships among the companies in the holding-company system 
of every such company and the character of the interests thereof and the proper- 
ties owned or controlled thereby to determine the extent to which the corporate 
structure of such holding-company system and the companies therein may be 
simplified, unnecessary complexities therein eliminated, voting power fairly and 
equitably distributed among the holders of securities thereof, and the properties 
and business thereof confined to those necessary or appropriate to the operations 
of an integrated public-utility system.” 

RateH H. DEMMTIER. 


Senator Kerauver. The hearing before the SEC started on De- 
cember 7, is that correct ? 

Mr. Demomer. If you say so, I will assume it is correct. I think 
that is right; it was about that time. 

Senator Kerauver. And the purpose of getting you there was to 
ask you if you would appear before the Joint Committee in favor of 
the contract, or in favor of the general proposition ? 

Mr. Demmier. No, sir; it was not; the question was ga 94 whether 
or not we should appear. Nobody asked me to appear. I was asked 
for an expression of my opinion. I gave it as my opinion that we 
should not appear. 

Senator Krerauver. You understood by that meeting and what you 
knew generally, that all of these parts of the administration, includ- 
ing the White House, were very anxious to (@) secure the waiver, and 
(b) get the financing approved by the SEC? 
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Mr. Demmuer. I never had anything communicated to me as to 
their state of mind. All I know is what one might gather from read- 
ing the newspapers on the subject. 

enator Krerauver. You knew that to be a fact, didn’t you, Mr. 
Demmler ? 

Mr. Demouer. The state of anybody’s mind is never anything that 
you know to bea fact. I don’t think that is quite a fair way of stating 
it, Senator. 

Senator Keravver. What do you think they were calling you over 
to the White House for ? 

Mr. Demmnter. I think they were calling me over for the purpose 
which I stated twice already, namely, to ask my opinion as to whether 
or not in the presentation of this matter to the Joint Committee, the 
SEC should be called upon by the committee to present any testimony. 
I stated it is my opinion we should not. Nobody argued with me 
at all. 

Senator Kerauver. The hearing before the Joint Committee was 
asked whether the 30-day provision should be waived; isn’t that 
correct ? 

Mr. Demnter. I think that is correct; yes. 

Senator Keravuver. This memorandum of November 3, 1954, which 
we shall call exhibit 1; you prepared this. It has your named signed 
to it. Who was it prepared for? 

Mr. Demmter. I prepared it for myself. 

Senator Kerauver. Who did you give it to? 

Mr. Demmter. I didn’t give it to anybody. 

Senator Krerauver. Did you carry it over there to the meeting ? 

Mr. Demmter. Yes. 

Senator Krerauver. Why would you prepare a memorandum to go 
to this meeting ? 

Mr. Demmter. I didn’t want to be in the position of paraphrasing 
inaccurately what our jurisdiction was, so I wrote out the sections of 
the statute, and that is all this memorandum is. It quotes section 
10 (b) and section 10 (c) and section 11 (a) of the act. 

Senator Kerauver. Did you discuss with them over there the hurdles 
that you had told the AEC about? 

Mr. Demnter. No, sir. 

Senator Kerauver. You didn’t talk about the hurdles? 

Mr. Demnter. No, sir. 

Senator Keravver. Mr. Demmler, Mr. Cook testified that shortly 
after the August 3 meeting, he can’t exactly fix the day, he was at a 
meeting at the White House when he was there with you, and Mr. 
Hughes and Mr. Mitchell, and this matter was gone into at that time, 
the proceedings before the SEC. Do you have any record of that 
meeting ? 

Mr. Demoirr. No. I think Mr. Cook is wrong about the time. 
There was another meeting at the White House which was held quite 
near to the time of the actual hearing before us, and the circum- 
stances of that meeting are as follows 

Senator Kerauver. Let’s get the time; you mean right near De- 
cember 7 ? 

Mr. Demmter. That’s right. It was some time after November 
30, and some time before December 7. 
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Senator Krravuver. How do you fix the date so well? 

Mr. Demmter. Well, the way I fix that date so well is the fact 
that there was filed with the Commission under date of November 30 
a motion for specification of additional issues. 

That was filed by Mr. Volpe on behalf of his clients, and one of 
the questions that was raised as an additional issue was the question 
of doubts as to the legality of the contract under several provisions of 
the Atomic Energy Act. 

Now, it was my feeling that on the question of our Commission’s 
jurisdiction to pass upon the legality of the contract, that we were 
entitled to have the benefit of a statement of position on behalf of the 
other agencies of Government. 

In other words, we had a proceeding in which the parties before us 
were our own staff, and two private utilities companies, and Mr. 
Volpe and his clients, and the question, however, of our jurisdiction 
to pass in any way upon the legality of this contract went to the very 
fundamentals of our powers in relation to the powers of other agen- 
cies. 

And it was my feeling that we should have the position of the De- 
partment of Justice or the Atomic Energy Commission or somebody 
express to us in these hearings so that we would not have to decide 
an issue of our jurisdiction as related to a possible conflicting or dupli- 
cative jurisdiction with the Comptroller General or the Department 
of Justice or the Atomic Energy Commission on the legality of this 
contract. I went over there to say that I thought our Commission 
should have the benefit of an expression of position on this question. 

Senator Kerauver. For the benefit of an expression from whom? 

Mr. Dem er. The benefit of an expression from the other agencies 
of Government with whom our decision might conflict; I mean, sup- 
pose we had asserted jurisdiction to rule upon the legality of the con- 
tract, then other agencies of Government would be affected by that. 

Senator Kerauver. Mr. Demmler, why would you go to the White 
House for that purpose ? 

Mr. Demnterr. I raised the question myself because I felt very 
strongly that that was a matter on which the Government should take 
a position before us in our hearing, and file a brief. 

Senator Kerauver. Who did you raise the question with? 

Mr. Demnuer. I can’t recall whether I raised it with Mr. Mitchell, 
or whether I raised it with Wallenberger, I don’t just recall. 

Senator Kerauver. Was Mr. Adams at that conference ? 

Mr. Demmter. No, sir. 

Senator Kerauver. Why did you go to the White House to raise 
a question like that? 

Mr. Demmer. Well, the meeting—I raised the question with some- 
one and then I was told, was asked, to come to the White House for 
a meeting to discuss it. 

Senator Kerauver. Whose office did you meet in at the White 
House? 

Mr. Demmter. I am not sure whose office it was. It was to the 
right of the hall as you go in the northwest wing. 

Senator Kerauver. Mr. Morgan’s office, Jerry Morgan? 

Mr. Demmnter. No, it wasn’t Jerry Morgan’s office. 

Senator Kerauver. Mr. Martin’s office? 
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Mr. Demnuer. I just don’t know whose office it was. 

Senator Kerauver. So here you had the Bureau of the Budget and 
the Department of Justice and the Atomic Energy Commission and 
representatives of the President, and you for the purpose of discuss- 
ing this matter; is that correct ? 

Mr. Demmterr. I raised the question. It was not decided in my 
presence, but the Department of Justice did appear before us the 
next week and presented a petition. 

Senator Kerauver. Who asked you to come to that meeting? 

Mr. Demmter. I don’t even recall that. 

Senator Kerauver. You said somebody called you to come to the 
White House. 

Mr. Demmuer. I don’t recall. I am responsible for raising the 
question. 

Senator Krrauver. Mr. Demmler, I don’t exactly understand. 
That was a matter for you to decide, wasn’t it ? 

Mr. Demmter. No. 

Senator Kerauver. As a member of the Securities and Exchange 
Commission ? 

Mr. Demmirr. Whether we had jurisdiction ? 

Senator Krerauver. It is a matter for the Commission itself to 
decide, whether you had jurisdiction ? 

Mr. Demnter. Exactly. 

Senator Krerauver. Why would you be running around calling upon 
all the other agencies? 

Mr. Demmter. | wasn’t asking them to advise me on the disposition 
of the issue. I was asking them to appear formally in this proceeding 
because I felt that here was a matter that, so far as the orderly proc- 
esses of Government were concerned, required that the Government 
present a position formally. 

Senator Kerauver. You were the Chairman of the Commission. 
What was the matter with your sending them a cony of the brief and 
asking them whether they wanted to appear formally ? 

Mr. Demater. Well, that might have been another way of doing the 
same thing. 

Senator Krrauver. How can this other side—here is Mr. Volpe 
filing a brief here and you go off and talk with 3 or 4 other agencies 
about it 

Mr. Demnter. I didn’t talk about the merits of the question at all 
over there. 

Senator Kerauver. Well, you carried this brief along with you, 
didn’t you? You seem to have had it all marked up? 

Mr. Demnter. That is not my writing. That was one that was 
mailed to me in Pittsburgh after I returned home. 

Senator Kerauver. Anyway, you had a matter that was going to 
come before you for a decision within your jurisdiction, and you 
went over and talked with 3 or 4 other agencies about it in secret, 
away from Mr. Volpe or anybody having a chance to represent the 
other side. How do you justify that? 

Mr. DemmuEr. We were not discussing the issue. I was presenting 
what I felt in the orderly conduct of government was a question. 

Here is somebody saying that we should assert jurisdiction over a 
certain question, namely, that of legality. Do you want to appear or 
don’t you want to appear on that issue, appear formally ? 

65950—56—pt. 239 
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Senator Kerauver. What other hearings before the SEC have you 
had where you have had White House conferences about it, Mr. 
Demmler? 

Mr. Demmnter. I can’t recall any. 

Senator Keravuver. Are there any? What other case have you ever 
had where they have called you over on these various steps you have 
taken, gone over it with you? 

Mr. Demntier. Except for the hearing—excuse me, strike that—the 
meeting to ask my view as to whether we should appear before the 
Joint Committee on Atomic Energy, every one of those meetings I 
have alluded to were in effect initiated by my raising the question. I 
would like to state categorically 

Senator Kerauver. My question is, What other SEC hearings 
during the time you were Chairman, proceedings before the SEC, 
were you called to the White House about? 

Mr. Demmter. None that I know of. 

Senator Kerauver. Didn’t the Department of Justice have a lawyer 
sitting in at these hearings before the SEC to advise the Department 
of Justice ? 

Mr. Demnter. That is the thing I thought should be, and that is 
what eventuated. 

Senator Krerauver. And the AEC had somebody there? 

Mr. Demoter. That’s right. 
ov Keravver. And yet you felt compelled to go to the White 

ouse. 

Mr. Demmter. This was before the hearings started. 

Senator Keravuver. That is the reason it is all the more trouble- 
some before anybody had even a shot at it, you had been over talking 
about it. 

Senator Dirksen. It is still not a sin to go to the White House, is it ? 

Mr. Demmter. No, I don’t think it is, Senator Dirksen. In effect, 
I was suggesting to the AEC and the Department of Justice, “you 
had better get yourself a lawyer in front of us.” That was the effect 
of that conference and no more. We did not discuss the merits of the 
question. 

And I would like to say, categorically, that nobody in the executive 
branch ever sought to influence our decision, put up a single argument 
to me or anything of the sort 

Senator Kerauver. Did you ever hear of any other SEC proceed- 
ings that were negotiated concerning the White House, either as a 
lawyer, a member, or as Chairman, Mr. Demmler ? 

Mr. Demmuer. No, my tenure was relatively brief. 

Senator Keravver. Well, you have been practicing law. You prac- 
ticed before the SEC before you got to be its Chairman, didn’t you? 

Mr. Demmurr. Well, I practiced before the SEC as a kind of— 
“practiced” before the SEC is quite a strong way to put it. 

I filed a number of registration statements and proxy statements 
and that sort of thing there. 

Senator Kerauver. What will you think as the lawyer for one 
side, if you found out that the Chairman was going over to the White 
House, discussing the matter on the other side, Mr. Demmler ? 

Mr. Demmtrr. I wasn’t discussing the matter on the other side. I 
have indicated the purpose of each one of those discussions, and I 
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think that I was right and justified in initiating every question which 
I initiated, and every one of those questions was independent of the 
matter of our decision on the issue. 

Senator Krerauver. Mr. Demmler, you have told about three con- 
ferences at the White House. Were there any more? Didn’t you 
have one about the time the bond proceedings started ? 

Mr. Demntrr. No, sir. 

Senator Keravuver. Were there any more? You have your memo- 
randum before you. 

Mr. Demmter. No, sir, I don’t have any memorandum on that sub- 
ject. I don’t recall this independently as a conference. I did tell 
somebody over there and I think it may have been when I was over 
there at lunch. I think I had about four lunches down in the base- 
ment of the White House while I was at the Commission, and I did 
say to somebody, and I think by that time it was a matter of public 
knowledge, that the Commission was going to sit as a whole. 

Senator Kerauver. That you were going to sit en banc? 

Mr. Demoter. Yes. 

Senator Kerauver. Did Mr. Adams or anybody suggest that you 
sit en banc? 

Mr. Demnter. No. 

Senator Krrauver. Who originated that suggestion ? 

Mr. Demnter. That was self-generated within the Commission. 

Senator Krerauver. You mean you originated it ? 

Mr. Demnter. I can’t say that I did and I can’t say that I didn’t, 
but I think it was one of those things that developed out of con- 
versation. 

Senator Krrauver. Well, there must have been somebody from 
the Government who was there telling you the timetable, deadline 
of February 15? 

Mr. Demouer. Well, that wasn’t somebody from the Government 
coming over and telling us about the deadline or a timetable. The 
papers showed that. 

Senator Kerauver. You mean you got that information out of the 
papers ? 

Mr. Demnurr. That’s right. I mean the contract was filed with 
us as an exhibit. 

Senator Dirksen. He means the newspapers, so you had better 
correct that. 

Mr. Demnter. By “papers,” I mean the papers formally filed with 
us. 

Senator Kerauver. Papers had been formally filed with you and 
nobody from the Government came over to ask you to sit en bane? 

Mr. Demnter. No. 

Senator Kerauver. Well, what did you talk with Admiral Strauss 
about when you went up to Pennsylvania Avenue? 

Mr. Demmuer. Well, that conversation is a very, very brief one, 
so far as any discussion about this is concerned. 

Senator Krerauver. You went up there all the way to see him, 
didn’t you? 

Mr. Demmier. This was the story on that. There was a great cele- 
bration up there at the time of the ground breaking for the water 
pressure reactor generation station up there. 


65950—56—-pt. 2——-40 
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Senator Kerauver. When was that, Mr. Demmler? 

Mr. Demmirr. That was on Labor Day of 1954, and I had been 
invited to come, as was a whole trainload of other people, to come to 
that particular celebration and I called Admiral Strauss and said 
since the had been invited to speak up there and I had been invited 
to attend it, that I thought we might go up together, and as a matter 
of fact we did. On the way up in the plane he spent practically all 
of his time working over revisions of his speech, because that had to 
be fitted into a half-hour television program, at which there were 
about four speakers including the President who was speaking from 
out West, and we really didn’t talk about this contract at all, but I 
did give him a memorandum which did set forth what the issues were 
under the Holding Company Act, and we didn’t discuss it. I think 
he read it in the plane. 

Senator Kerauver. Do you have a copy of it, Mr. Demmler? 

Mr. Demonter. I think I do. 

Senator Kreravver. Can we see it? 

Mr. Demmter. Yes. We had no discussion about the subject. We 
did have dinner that evening. We had no discussion at all. 

The next morning at breakfast there were a great number of people 
and there was very general conversation but I never discussed this 
matter with Admiral Strauss. 

Senator Krerauver. We will make this memorandum exhibit 2. 

(The memorandum above referred to is as follows:) 


SEPTEMBER 3, 1954. 
CONFIDENTIAL MEMORANDUM 


To: Hon. Lewis L. Strauss, Chairman, Atomic Energy Commission. 


Re: Dixon-Yates Power Contract. 


This memorandum is based on my own analysis and on memoranda furnished 
me under dates of August 31, September 1 and September 2, 1954 by this Com- 
mission’s Division of Corporate Regulation. 

The questions which this contract and the financing arrangements of Missis- 
sippi Valley Generating Co. raise for the SEC under the Public Utility Holding 
Company Act of 1935 are as follows: 

(1) Can the SEC exempt, under section 6 (b) of the act, the issuance of se- 
euritis which will result in a debt ratio of 95 percent and equity ratio of 5 per- 
cent for Mississippi Valley Generating Co.? 

The Holding Company Act requires in effect, among other things, that se- 
curities be reasonably adapted to the security structure of the issuer and other 
companies in the same holding company system and reasonably adapted to the 
earning power of the issuer. 

The Commission has announced in the past that debt of companies subject to 
the 1935 act should not exceed 60 percent of total capitalization and that the 
common equity (including surplus) should constitute at least 30 percent of 
total capitalization. These standards were relaxed in the Electric Energy 
and OVEC cases, where debt of 95 percent and equity of 5 percent was permitted, 
because the debt was in substance guaranteed by a Government contract for 
energy output having a duration sufficient to assure payment of interest on, and 
full amortization of, the debt and an adequate return on the equity. 

The foregoing standards were alluded to in the debates on the atomic energy 
bill. 

(2) Can the Commission permit Middle South and Southern to acquire the 
equity of Mississippi Valley, in the ratio of 79 percent to Middle South and 
21 percent to Southern? 

The proposed plant site at West Memphis, Ark. _ is in the territory of Middle 
South and, therefore, the standards of section 11 of the 1935 act (‘single inte- 
grated public utility system’’) would not appear to raise any problem with re- 
spect to Middle South's acquisition. 

The plant is located approximately 150 miles from the territory of the South- 
ern Co., and it is not expected that any transmission line will be constructed 
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from such territory to the plant site. Nevertheless, by power substitution with 
Middle South, Southern will be able to take part of the power from the plant at 
Southern’s interconnections with Middle South in central and southern Missis- 
sippi. In the Hlectric Energy and OVEC cases the section 10 problem was de- 
ferred by the SEC on the theory that the “national defense” required the project. 
The SEC can use the same approach with respect to Southerin, or if it so 
desires, can make a finding, as required by section 10 that the acquisition is 
not detrimental to carrying out section 11, and will serve the public interest 
and tend toward the efficient and economical development of a public utility 
system. 

(3) Can the sale of the debt securities by Mississippi Valley be exempted 
from rule U-50 (requiring competitive bidding) ? 

By its terms rule U-50 does not apply to the sale of the proposed equity se- 
curities. In view of the facts that Mississippi Valley is a new company and 
does not have an earnings record, and in view of the size of the debt issues and 
their complexity, there would appear to be adequate basis for exemption of the 
sale of the debt securities from competitive bidding. 

(4) What is the meaning of the language in section 164 of the Atomic Eenergy 
Act of 1954? 

The SEC conceivably could be faced with the necessity of deciding whether 
or not the power contract has become “effective” within the meaning of the last 
sentence of section 164. This problem will arise only if the Joint Committee 
on Atomic Energy fails specifically to waive the necessity of the contract being 
on file for 30 days “while Congress is in session.” 

(5) Can Middle South, which will own 79 percent of the Mississippi Valley 
equity, exclude Mississippi Valley from its consolidated financial statements? 

Normally a 79 percent subsidiary, of major size, would be required to be 
consolidated for the purpose of financial statement presentation. The SEC’s 
primary concern is to be sure that Middle South’s financial statements fairly 
present to the public its financial condition (Reg. S—X, rule 4.02). The SEC’s 
chief accountant is of the tentative view that consolidation would be required. 
Middle South’s position is that consolidation would result in material distortion 
of its figures, and would result in a misleading presentation to its stockholders. 
There is some question whether or not this issue will be before the SEC as 
part of the original application-declaration or will not arise until later. 

(6) Intraagency problems: 

The power contract has been lodged with the JCAE in draft form, and 
presumably it will not be signed until the AEC is satisfied that satisfactory 
arrangements can be made with the TVA, as contemplated by the contract. 
Query: Whether an application-declaration will be filed under the 1935 act 
hefore the contract is signed, or before the 30-day JCAB period has expired? 
Would the SEC under any circumstances be asked to approve a financing pro- 
gram before the power contract had become “effective”? An SEC order would 
appear easier to issue after the contract has become “effective.” 

Apparently the Federal Power Commission must approve the contract as a 
rate schedule. The SEC order would be easier to issue after such approval 
since the payments under the contract are needed to service Mississippi Valley’s 
debt. 


Senator Kerauver. You tell, in this memorandum of September 3, 
1954, how they had to have the thing arranged to get your approval, 
don’t you? 

Mr. Demmter. I think the memorandum speaks for itself, and I 
don’t think it has the effect that you state at all. 

Senator Kerauver. Well, you first say how can you get by the 95/5 
percent and then you go on to say—— 

Mr. Demoter. I don’t tell them how to get by the 95/5 percent. 

Senator Kerauver. Let’s see if you don’t. You say here: 


These standards were relaxed in the Electric Energy and OVEC cases, where 
debt of 95 percent and equity of 5 percent was permitted, because the debt 
was in substance guaranteed by a Government contract for energy output having 
a duration sufficient to assure payment of interest on, and full amortization of, 
the debt and an adequate return on the equity. 


Mr. Demmuer. That was simply a paraphrased statement of a 
precedent which was a matter of public record but I felt along the 
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lines of the philosophy that has characterized the administration of 
these acts, since the beginning, that interpretative advice was a proper 
function of the Commission. 

The Administrative Procedure Act, in setting up their safeguards, 
did not advise the Commission on adjudication. That section of the 
act states specifically that it shall not apply to members of their body. 

Senator Krerauver. Anyway, you to d him about the 95/5 percent. 
Now we come to how you are going to get by the fact that the plant is 
located 150 miles away from the territory of the Southern Co. That 
is on page 2, referring to standards of section 11 of the 1953 Holding 
Company Act and you say here: 

The plant is located approximately 150 miles from the territory of the Southern 
Co., and it is not expected that any transmission line will be constructed from 
such territory to the plant site. 

Then you go on to say : 

The SEC can use the same approach with respect to Southern— 


You are talking about OVEC and Atomic Energy. Let’s read all 
ofthat. Itisright interesting, Mr. Demmler. 

The plant is located approximately 150 miles from the territory of the Southern 
Co., and it is not expected that any transmission line will be constructed from 
such territory to the plant site. Nevertheless, by power substitution with Middle 
South, Southern will be able to take part of the power from the plant at 
Southern’s interconnections with Middle South in central and southern Mis- 
sissippi. In the Electric Energy and OVEC cases the section 10 problem was 
deferred by the SEC on the theory that the “national defense” required the 
project. The SEC can use the same approach with respect to Southern— 

Is that not a suggestion what you might do? 

Mr. Dewmuer. It was a suggestion of the alternative approaches, 
ves, sir. 

Senator Kerauver. Wasn’t that telling them how to win their law- 

- 
suit ? 
Mr. Demmter. They didn’t have a lawsuit. 
Senator Kerauver. Well, they had Dixon-Yates whom they were 
» they : 
trying to help out, isn’t that telling them how you can decide it? 

Mr. Demonter. It is an indication of alternative approaches to the 
problem, that’s right. That is done every day in an administrative 
agency and I don’t know how you are going to help it. 

Senator Keravuver. Well, let me read the rest of this: 
or if it so desires, can make a finding, as required by section 10, that the acquisi- 
tion is not detrimental to carrying out section 11, and will serve the public interest 
and tend toward the efficient and economical development of a public utility 
system. 

You don’t think that is advising them how to win their lawsuit ? 

Mr. Demmter. No; I don’t think so. You can do it this way, you 
can do it that way, you can’t do it at all. 

Senator Krerauver. Mr. Demmler, tell me some other contestant 
before the SEC that you furnished a memorandum on how to win 
their lawsuit ? 

Mr. Demnter. I would have to refer you on that subject, I think, to 

. ¥ . . ~ ’ . SP 
the brief of the Commission before the Court of Appeals of the District 
of Columbia, in which the issue is discussed of these various informal 
conferences, and a number of precedents are cited as to informal con- 
ferences which were held, but which were not admitted into evidence 
on the theory that the Commission as an administrative agency had 
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properly discussed the matter informally with the party, but decided 
the case on the record. 

Now, if you look upon the Commission solely as a court, I will agree 
that certainly that would not be a proper approach. But being an 
administrative agency which the Congress has endowed with the func- 
tion of guiding people, as well as determining issues presented by those 
people, | I submit that it is entirely proper, and I think that our brief 
and the court decisions on the subject sustain the position. 

Senator Kerauver. Who else did you ever write an opinion for in 
« contested case like this? And take it and give it to them? 

Mr. Demouer. I was not delivering anything to a contestant. I 
was talking to the head of another agency of “Gov ernment, and it 
seems to me that for the orderly processes of Government, that it is 
entirely proper to point out pro toe, and even means of meeting 
the problems which the performance of a contract with that other 
agency will present. 

And I would like to call your attention to the fact that we did not 
make any suggestions with respect to the composition of this — 
but in the OVEC case, decided by the previous Commission, it w 
pointed out that the matter was brought to the Commission ternalte , 
and that the Commission had suggested certain ways of changing 
the deal so as to get around the great grandfather clause in the Hold- 
ing Company Act. 

Senator Kerauver. You at least suggested the contract ought to be 
effective before you approved it, didn’t you, ought to be sioned and 
effective? That is, you weren't going to approve something that 
hadn’t been signed. You suggested that here; didn’t you? 

Mr. Demoer. I think I suggested that it would be easier for the 
Commission to approve something which was an accomplished fact as 
a contract, rather than a contract which might be made because in the 
Electric Energy case, the Commission did approve the financing before 
there had been any contract, and without any hearing, and it always 
seemed to me that that particular ruling was somewhat vulnerable, 
in view of the fact that it was the existence of the contract and the 
assurance of payment that that contract provided which justified the 
unusual debt-equity ratios. And so it seemed to me that it was proper 
to suggest that the orderly manner of proceeding in this case would 
be to have the contract in existence. 

Senator Krerauver. It would be easier to prove something if it is in 
existence, wouldn’t it be, Mr. Demmler? That is what you mean 
to say. 

Of course, Mr. Demmler, the OVEC and EEI cases were not con- 
tested; were they ? 

Mr. Demnter. Well, at this time there was no contest in this case, 
but it seems to me that what is proper in one case is proper in another, 
contested or not, when we were not talking to a contestant, we were 
talking to another agency of Government. We all work for the same 
(rovernment. 

Senator Krrauver. You didn’t figure that AEC had any interest in 
the contract? AEC wasn’t anxious to get it approved, didn’t have 
any interest one way or the other? 

Mr. Demmurr. I would think that that is immaterial. I would as- 
sume that they were interested in the contract. 

Senator Keravuver. So you were talking with an interested party. 
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Let’s read the last two paragraphs of your very interesting letter 
here: 

Intraagency problems: 

The power contract has been lodged with the JCAB— 
what is that? 

Mr. Demmter. What are you reading there? 

Senator Kerauver. The Joint Committee on Atomic Energy. I 
am reading your letter to Admiral Strauss. 

Mr. Demmter. Where is this? 

Senator Kreravuver. On the last page, page 3: 

The power contract has been lodged with the JCAE in draft form, and pre- 
sumably it will not be signed until the AEC is satisfied that satisfactory arrange- 
ments can be made with the TVA, as contemplated by the contract. Query: 
Whether an application-declaration will be filed under the 1935 act before the 
contract is signed, or before the 30-day JCAE period has expired? Would 
the SEC under any circumstances be asked to approve a financing program 
before the power contract had become effective? An SEC order would appear 
easier to issue after the contract has become effective. 

Apparently the Federal Power Commission must approve the contract as a 
rate schedule. The SEC order would be easier to issue after such approval 
ae the payments under the contract are needed to service Mississippi Valley’s 

edt. 

What do you mean, easier to issue? Does that leave any doubt as 
to whether you were going to approve it? 

Mr. Demnter. A, this is one man speaking. B, I come back to the 
point that it was entirely appropriate for me to point out to another 
agency of Government, which was interested in this contract, what 
the problems were. 

Senator Kerauver. You had already done that on August 3. Now, 
who asked you to get up this additional memorandum ? 

Mr. Demnter. I will take the responsibility for that. 

Senator Kerauver. Who asked you to do it? You wouldn’t write 
three complicated pages. 

Mr. Demmnter. I said I will take the responsibility for it. I did 
it myself, on my own motion. Nobody asked me to. 

Senator Kerauver. Who called you and asked you to meet Admiral 
Strauss ? 

Mr. Demmnter. I have already testified to the fact that I kind of 
invited myself to ride up along with him. 

Senator Kerauver. You mean, you just gratuitously were getting 
up a brief to give Admiral Strauss, to tell him how you could approve 
the financing ? 

Mr. Demmier. On exactly the same philosophy that accentuated 
that August 3 conference at the Atomic Energy Commission, that I 
felt that the other agencies of Government which were interested in 
this contract were entitled to a statement of the Holding Company 
Act problems. 

Senator Kerauver. What happened between August 3, when you 
told them how to get over the Destine, and September 3, when you 
prepared a memorandum ? 

Mr. Demmuer. I beg your pardon, sir; I would respectfully ask 
that you do not put words in my mouth which I did not use. I did 
not tell anybody how to get over the hurdles. I pointed out what the 
issues were. 
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Senator Keravver. Let’s see if this is correct. You pointed out 
what the hurdles were and how they had been gotten over before? 

Mr. Demmter. Yes; I think that is an appropriate description. 

Senator Kerauver. Then what happened between August 3, when 
you did that once, and September 3, when you prepared this brief a 
little more explicitly, to give Admiral Strauss? 

Mr. Demmter. Nothing. 

Senator Kerauver. Why did you do it, then ? 

Mr. DemMter. Well, he was head of the agency. 

Senator Kerauver. I know; but I mean, you had already told him 
once. You had told the lawyer, you had told Mr. Campbell, you had 
told Mr. Mitchell; you told a whole bunch of them. 

Mr. Demmuer. The August 3 discussion was wholly oral. 

Senator Kerauver. The memorandum which you made set forth 
the entire content. 

Mr. Demmter. No; I think the memorandum on the subject was 
one of Mr. McDowell’s which was prepared a number of days later. 
It has already been put in the record here. 

Senator Kerauver. Then, it was your suggestion that they rush 
this approval by the joint committee to get rid of the 30-day waiver 
provision ¢ 

Mr. Demmter. No, sir; it certainly was not. 

Senator Keravuver. Well, what do you mean by this: It would be 
easier for you to approve it if 

Mr. Dem er. I think if you will read that paragraph in context 
I raised the questiaon as to whether or not a proceeding would be filed 
with the Securities and Exchange Commission before the contract had 
become effective. 

Senator Kerauver. Do you know of any occasion, Mr. Demmler, 
where the Federal Power Commission or the Federal Trade Commis- 
sion or the Civil Aeronautics Board or the Federal Communications 
Commission or the Interstate Commerce Commission has gone around 
meeting with other Government agencies, to guide them in proceedings 
before that Commission ? 

Mr. Demmter. Well, as I have indicated before, there is consider- 
able liaison between the Securities and Exchange Commission and the 
Federal Power Commission in connection with the matter of dis- 
posing of accounting matters. 

Senator Krravuver. I am talking about deciding cases. 

Mr. Demmuer. Well, I mean that are involved in the decision of 
cases. I mean, that is the kind of stuff we deal with. 

It is complex, and it seems to me it is one way of providing what 
is a very desirable liaison in this sprawling Government that we have 
down here. I don’t think we ought to be running off, everybody run- 
ning off in his own directions. These laws, and our decisions under 
the laws, ought to be communicated to other agencies of Government 
when they have problems which involve complying with those laws. 

Senator Keravuver. The problem of the Atomic Energy Commis- 
sion was getting this contract approved. Did you give a copy of this 
memorandum to Mr. Volpe, or to the other side of the case, so that 
they would know 

Mr. Demmter. There wasn’t any other side at that time. 

Senator Kzravuver. There became another side very shortly there- 
after. Did you give copies of all of these—— 
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Mr. Demmter. No. In line with Commission precedents which are 
cited in the Commission’s brief, I did not. 

Senator Keravuver. Find me in the Commission’s brief where the 
Chairman of the Securities and Exchange Commission gratuitously, 
on his own volition, prepared a brief to point out the hurdles and how 
they can be gotten over, or how they have been gotten over, and goes 
out and gives it to somebody else, on his own volition. 

Mr. Dewaer. I did not prepare this brief, and you must bear with 
me in appreciating the fact that this was not the only thing that we 
were doing and, while I am a lawyer, I am not counsel for the 
Commission. 

I read this brief that was filed in the court of appeals. Mr. Timbers 
has directed to page 43 of the brief: 


For judicial approval of this type of conference, see Phillips v. Securities and 
Exchange Commission (153 Fed. 2d 27), at page 32, Court of Appeals, Second 
Circuit, 1946, petitioners nevertheless urge that this material should be made 
available so that they might be assured of a reasonable opportunity to rebut 
any material offered by the applicant and others. It should be noted initially 
that this argument is inconsistent with the petitioners’ recognition of the desir- 
ability of informal conferences, since conferences which may be made a part of 
the formal record of the proceeding and be scrutinized in connection with 
judicial review could not long continue to be informal. “They would constitute a 
method whereby’— 


and here I am quoting from Judge Frank, a former Chairman of the 
Commission— 


“we and those with whom we confer think out loud and, in the vernacular, we 
and they put our feet on the table and unbutton our vests.” 


This is a quotation from Judge, then Commissioner, Frank, before 


the Bar Association of the City of New York, May 5, 1940, and was 
quoted at page 41 of the monograph on the Securities and Exchange 
Commission, prepared by the Attorney General’s Committee on Ad- 
ministrative Procedure, cited in footnote 30, supra. 

Now, then, this is a quotation from former Chairman Douglas, now 
of the Supreme Court of the United States: Democracy and Finance, 
1940, pages 261 and 262: 

3ut where Congress has supplied merely the standards for action and has left 
elbowroom for the nature and extent of action by the administrative agency, 
practical wisdom can frequently be acquired through a fusion of the energies of 
Government and business on the technical aspects of the problem. For this 
reason, both Government and business can profit immeasurably by the use of the 
roundtable technique. 

Now, I might say that the kind of conferences that we have been 
talking about in which I participated in this case were conferences 
with another ¢ agency of Government, and it seems to me that they are 
entirely proper. 

If it is improper for one administrative agency of Government to 

talk to another administrative agency of Government about the re- 
quirements of the acts which a particular agency administers, we are 
going to get more chaos and more sprawling government than we 
have now. 

Senator Kerauver. Mr. Demmler, the precedents you have read is 
where people who are interested come in and sit around a table and 
talk with you about the Holding Company Act and the SEC Act. 

My question was: Where do you find the precedent for gratuitously 
preparing a memorandum and going off on your own, without appar- 
ently having been asked for it, to advise somebody else? 
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Mr. Demmnter. It is all part of the same principle. I can’t point to 
another instance in the Philips case, which I cited. I understand, well, 
I know that that was a contested case, and yet informal conferences 
were held to be immaterial in the formal record. 

Senator Kerauver. Did you talk to Mr. Dixon about the case, Mr. 
Demmler ? 

Mr. Demnter. No; I never did. 

Senator Kerauver. Never had a conference with Mr. Dixon? 

Mr. Demoter. No, sir. 

Senator Kerauver. With Mr. Canaday ? 

Mr. Demnter. No, sir. 

Senator Kerauver. Mr. James? 

Mr. Demoter. No. 

Senator Kerauver. Mr. McDowell had several conferences with 
him. 

Mr. Demner. I assume he did; yes, sir. 

Senator Kerauver. And he is the head of the—What do you call 
his division 4 

Mr. Demoier. Division of Corporate Regulation. 

Senator Krrauver. Mr. Demmler, you will notice in your memo- 
randum to Admiral Strauss you didn’t say that it either could be 
if one set of circumstances took place, or wouldn't be if that didn’t 
take place. 

What you said was it would be easier to do. Doesn’t that imply that 
you would have to go the hard way to do it, or if another set of cir- 
cumstances were presented which you recommended, it would be 
easy to do? 

Mr. Demnurr. Well, I think the memorandum speaks for itself 
as to what was implied or what somebody could imply. I don’t 
know. 

I thought it was a fair statement of the issues, and it was, let us 
say. a fair summary of the precedents. And I don’t know that our 
precedents should be a secret from another Government agency. 

Senator Kerauver. It was your personal opinion, Mr. Demmler, 
that there would be some difficulty, at least it would be easier for the 
SEC to approve it if the waiver had been granted and the contract 
had become effective. 

Mr. Demnier. It would be one less question involved, yes. 

Senator Kerauver. Would you consider it otherwise if there hadn't 
been a waiver? 

Mr. Demnter. Well, under the Electric Energy case, there would 
be a precedent for considering it before the contract had been signed, 
before the contract had even been negotiated. But we did not have 
that question. 

Senator Keravver. That was not a contested case. 

Mr. Demotrr. Well, the standards are there to be ruled upon 
the Commission, whether it is contested or not. 

Senator Kerauver. Mr. Demmler, in your opinion in this case, 
and of course your opinion speaks for itself, you justify this getting 
over some of these hurdles on the grounds that this was the same 
kind of thing that you had in EEI and OVEC. In other words, that 
the national interest, the defense interest, was involved, that this 
involved electricity for the Atomic Energy Commission. That was 
the basis of your opinion; was it not ? 
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Mr.-Demoter. The opinion speaks for itself, sir. I am not going 
to undertake at this late date to try to paraphrase or summarize an 
opinion which is there for the committee to read and study and analyze. 
I have nothing to say beyond the opinion with respect to the rationale 
of the Commission’s decision. 

Senator Kreravuver. Why, Mr. Demmler, did you separate the equity 
proceedings from the bond proceedings ? 

Mr. DemMLER. We did not separate them. 

Senator Keravuver. Well, you had hearings on them separately. 
You passed on one first. 

Mr. Demmter. There was no proceeding filed with us with respect 
to the debt financing at the time that the equity financing came up. 

Senator Kerauver. You will recall, Mr. Demmler, that the First 
Boston financial agent came out in this hearing in December 1954—— 

Mr. Demnier. If you say it did—I think that is correct, that there 
was some reference to First Boston as having done some negotiating 
with proposed purchasers of the bonds. 

Senator Kerauver. Mr. Demmler, did anybody ever talk with you 
about Mr. Wenzell ? 

Mr. Demmter. No, sir. 

Senator Kerauver. When did you first ever hear of him? 

Mr. Demmter. I think the first I heard of Mr. Wenzell was at the 
time of Senator Hill’s speech. 

Senator Kerauver. Where did you see it then? 

Mr. Demotrr. I saw it either in a newspaper clipping or the Con- 
gressional Record, or both. 

Senator Kerauver. It was well known at that time, I mean it was 
widely publicized, Senator Hill’s speech, and you saw it? 

Mr. Demoter. That’s right. 

Senator Kerauver. Did you take any action to bring up the issue of 
this duplicity of interest in the SEC proceedings? 

Mr. Demnirr. The equity financing opinion and order were handed 
down on February 9, 1955, and my recollection was refreshed by hear- 
ing this afternoon or this morning that Senator Hill’s speech was 
some 10 days or so later. | 
. Senator Kerauver. My question was when you heard about Mr. 
Wenzell through Senator Hill’s speech; what if anything did you do 
about it? 

Mr. Demmier. In connection with the equity financing, we did 
nothing. 

Senator Keravuver. A matter of duplicity, of dual representation, 
would affect proceedings before you, that is, if the contract was void 
because of violation of a criminal statute, that would be a matter you 
would be interested in; would it not? 

Mr. Demmer. Well, I would say that it would be a distinctly col- 
lateral issue. After all, the validity of this contract is ultimately 
going to be disposed of by the courts. 

Our opinion had taken the position that the validity of the contract 
was not before properly an issue for the Securities and Exchange 
Commission to rule upon. 

I would like to direct the attention of the committee to section 21 
of the Public Utility Holding Company Act which indicates that 
nothing in this title, namely, the Holding Company Act, shall affect 
the jurisdiction of any other Government authority, agency, or de- 
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partment—I have forgotten the language of .it—over any contract or 

matter. The section seems to make it fairly clear that we administer 

ee Holding Company Act. We are not a court of general juris- 
iction. 

Senator Keravuver. There are precedents before the SEC of knock- 
ing out a contract and not approving financing where fraud is shown 
to have been involved; is there not ? 

Mr. DemMLer. Well, you are stating some broad general question. 

Senator Kerauver. I seem to remember a case of some hardware 
company, I believe it was, where it was shown that there was some 
violation of law, and the Securities and Exchange Commission re- 
fused to summarily dismiss the matter, would not even pass on the 
financing because it felt the contract was violated by 

Mr. Demmuer. I would have to see the precedent. Namely, fraud 
arising in a circumstance which is relevant to the act which we 
administer would be one thing. But you are asking me a very hypo- 
thetical question. 

I would say that the conflict-of-interest question in this particular 
case is not one on which the Securities and Exchange Commission 
would have any jurisdiction. Now if you start passing on something 
on which you don’t have any jurisdiction, you simply confuse the 
processes of government. 

The Comptroller General has an element of jurisdiction here, the 
Atomic Energy Commission has an element of jurisdiction if the 
parties don’t go together, the court has jurisdiction, but our decision 
on the legality of this contract, whether for the conflict-of-interest 
ground or any other ground, our decision would have no binding 
effect on any other agency or court. We are simply not given juris- 
diction of that particular problem. 

Senator Kreravuver. Mr. Demmler, you have jurisdiction by virtue 
of the fact that no administrative agency or quasi-judicial agency 
must approve anything where it is conceded in fraud, so do I under- 
stand you to mean that no matter how much fratd may have been 
in this contract, that that would not make any difference with you? 

Mr. Demmter. We were not asked to approve this contract. We 
— asked to approve the issue of $5 million worth of common 
stock. 

Senator Kerauver. But that had to be based on a contract which 
you had before you. 

Mr. Demmier. And that contract which we had before us at the 
time was supported by an opinion of the Attorney General and was 
supported by an opinion of counsel for the Atomic Energy Com- 
mission, and I believe of the Comptroller General. 

But I am letting the opinion stand for itself so far as the jurisdic- 
tion of our Commission on the legality of the contract. And as a 
matter of fact, I recall reading the testimony, some part of the tran- 
script, just the other day in which Mr. McDowell made some state- 
ment about not having jurisdiction as to the legality of the contract, 
and I believe you yourself said, “Of course, you don’t.” 

Senator Keravuver. I did not say that, Mr. Demmler. It must have 
been somebody else you read. 

Mr. Demmer. I will send you a note and give you the page, because 
I can’t recall it now. 
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Senator Krerauver. Mr. Demmler, you know it to be a fact>that 
the Tennessee Valley Authority never signed a contract to take any 
power from Dixon-Yates; do you not? 

Mr. Demmer. I have never seen any evidence that they have. It 
is a negative kind of knowledge. I will assume that you are correct 
in making that statement, if you make it as a statement of fact; yes, 
sir. 

Senator Kerauver. Why wouldn’t you let them prove that no such 
contract had ever been entered into? When that question was asked 
over and over again, why wouldn’t you let them prove it ? 

Mr. Dewaier. I will stand on the record in the c ise, sir, and not 
go behind that. 

Senator Keravuver. Very well. 

Senator Dirksen. Are you about to conclude? 

Senator Keravuver. [ am about to conclude. 

Senator Dirksen. You know, Mr. Demmler, the thought that has 
been occurring to me here all the while is that two Senators have been 
sitting here reviewing an opinion of the Securities and Exchange Com- 
mission, which is a rather interesting sort of indoor sport, particularly 
at this late hour. 

First I want to compliment you. I think you are to be compli- 
mented on the forthrightness with which you have responded to every 
question of the chairman, even though they were leading in character 
a good many times, but we do not operate here by the rules of evidence, 
so there would be no point in registering an objection for the record. 
But I think you have demeaned and comported yourself very, very 
well here and been thoroughly responsive to the questions. 

I just wanted to add this one thought: You better be careful with 
whom you ride on planes. You may be hauled before a Senate com- 
mittee. And I am beginning to wonder, the more I hear the testi- 
mony and the nature of the questions that have been propounded here, 
whether we are going to get to the point where one agency in Govern- 
ment must isolate itself in a kind of cubicle and have nothing to do 
with any other agency, for fear that it may be dragged before some 
congressional committee. That is what I would refer to as “Balkan- 
izing” this Government, and whenever we get around to that, we are 
going to be in a pretty pickle and a frightful mess. 

I think that it about all the comment that I have to make, sir. 

Senator Kerauver. Well, Mr. Demmler, I want to make a comment. 
You seem to be a good intelligent man all right. 

Mr. Demmurr. Thank you. 

Senator Kerauver. It is quite apparent here, Mr. Demmler, that 
you felt that the burden was on you and the Commission to work with 
the other agencies of the Government in getting this contract carried 
out and the stccl: issued. 

I certainly cannot justify and I think there is no way of justifying 
your activity in presenting the hurdles and showing how others had 
gotten over the hurdles to an agency. 

I think that you partic ipate in getting this thing arranged so that 
you could follow precedents in approving it. I can see no justification 
for your ruling on evidence that you made here. 

It looks to me like you had arrived at a decision that you were 
going to render, and you went far, far afield in my opinion in your 
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actions and in your rulings in getting the matter around to where you 
could render that opinion. 

There appears to me to be further evidence of agencies working to- 
gether to get this thing done regardless of public policy, regardless 
of the \ -alidity, regardless of the conflict of interest involved, and I 
hope that one thing that will come out of this hearing is that there 
will not be a repetition of this kind of thing again. 

Mr. Demnter. I might add one thing, if I may. The statement was 
made in the interim report, and it was implied in what you have just 
said, Senator, that this deal was revised or fixed up or dressed up in 
response to suggestions from the Securities and Exchange Commission. 

I think that that statement is incorrect because we made no sug- 
gestions as the results of which the deal was fixed up. 

Senator Kerauver. Mr. Demmler, if I implied it in the interim re- 
port, Iw ish to assert it very emphatically now. 

Senator Dirksen. Of course, Mr. Demmler, you take comfort in 
the fact that that is one man’s opinion. 

Senator Kerauver. Anyway, the hearing will be recessed until 
further call. 

(Whereupon, at 10:15 p. m., the subcommittee adjourned. ) 








APPENDIX 


The items described below were submitted to the subcommittee by the 
Bureau of the Budget following the hearing of December 5, 1955: 

Item 1. Letter dated May 20, 1953, to Mr. Adolphe H. Wenzell 
from S. T. Adams, Administrative Assistant, Bureau of the Budget. 
This letter constituted an official request to Mr. Wenzell to serve the 
Bureau as a consultant without compensation. A copy of this letter 
was transmitted to the committee by the Bureau’s letter of August 
8, 1955. 

(The original will be found in the files of the subcommittee.) 

Item 2. Standard Form 52, Request for Personnel Action, dated 
May 20, 1953. The execution of this form constituted a formal rec- 
ognition of the engagement of Mr. Wenzell as a consultant in accord- 
ance with the letter written to him on the same date. A copy of this 
form was transmitted to the committee by the Bureau’s letter of 
August 8, 1955. 

(The original will be found in the files of the subcommittee.) 

Item 3. Memorandum dated May 21, 1953, to Mr. A. Wenzell 
from E. J. Donnelly with attached route slip of the same date. This 
memorandum transmitted to Mr. Wenzell certain pamphlets and 
other information which he had requested with regard to the opera- 
tions of the Tennessee Valley Authority. A notation “corrected copy” 
on the route slip refers to additions made in longhand to indicate 
additional material transmitted to Mr. Wenzell at later dates. Other 
longhand notations on the memorandum refer to the return of the 
material listed thereon. The reference “See attached carbon for nos. 
21 to 28 incl” related to item 4. 

(The original will be found in the files of the subcommittee.) 

Item 4. ‘This is a carbon copy of the memorandum listed as item 3. 
The longhand notations indicate additional material furnished to, 
and certain material returned by, Mr. Wenzell. 

(The original will be found in the files of the subcommittee. ) 

Item 5. Memorandum dated August 27, 1953, to Mr. Wenzell 
from E. J. Donnelly headed “Information—AEC powerplant at Oak 


Ridges 

(The original will be found in the files of the subcommittee.) 

Item 6. Memorandum dated September 23, 1953, to Mrs. Helene 
McNamara, personnel office, from K. B. Thomsen, with regard to 
secretarial assistance to Mr. A. H. Wenzell by Mrs. Viva H. Mar- 
quer, 

Mr. Wenzell did not have a secretary on a continuing basis. This 
memorandum is the only record of any secretarial service which he re- 
ceived. It is the recollection of the employees concerned that Mrs. 
Marquer was taken off her regular assignment for 1 day sometime 
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during September 1953 to assist him by taking and transcribing dic- 
tation. There is no record of any other such service 

(The original will be found in the files of the subcommittee. ) 

Item 7. Letter dated September 24, 1953, to Mr. Rowland R. 
Hughes from A. H. Wenzell. The letter requested that Mr. Hughes 
bring to Mr. Dodge’s attention two points, the first concerning alloca- 
tion of costs by the TVA, and the second concerning the release of 
later figures on TVA earnings than those which had been used in 
Wenzell’s report on the TVA. 

(The original will be found in the files of the subcommittee. ) 

Item 8. Letter dated October 19, 1953, to Mr. A. H. Wenzell from 
Joseph M. Dodge expressing his thanks for the work done by Mr. 
Wenzell in preparing a report on the TVA. 

(The original w ill be found in the files of the subcommittee.) 

Item 9. Letter dated January 22, 1954, to Mr. A. H. Wenzell from 
E. J. Donnelly enclosing certain data on the TVA 

(The original will be found in the files of the subcommittee.) 

Item 10. Copy of draft dated March 1, 1954, of a memorandum 
to Mr. Rowland Hughes from the Resources and Civil Works Divi- 
sion (Pilcher-Donnelly) headed “Proposal of Middle South Utilities, 
Ine. and the Southern Company, dated February 25, 1954, to furnish 
power to AEC,” with a longhand notation referring to W enzell. 

(The original will be found in the files of the subcommittee. ) 

Item 11. Draft dated March 2, 1954, of a memorandum to Mr. 
Rowland Hughes from the Resources and Civil Works Division of 
the Bureau of the Budget headed “Proposal of the Middle Southern 
Utilities, Inc., and the ‘Souther n Company, dated February 25, 1954, 
to furnish power to AEC.” The draft memorandum refers to Mr. 
Wenzell. 

(The original will be found in the files of the subcommittee. ) 

Item 12. Memorandum dated March 2, 1954, to Mr. Rowland 
Hughes from the Resources and Civil Works Division headed “Pro- 
posal of the Middle Southern Utilities, Inc., and the Southern Com- 
pany, dated February 25, 1954, to furnish power to AEC.” The 
memorandum refers to Mr. Wenzell. 

(The original will be found in the files of the subcommittee. ) 

Item 13. Copy of a memorandum of March 2, 1954 (item 12), with 
other attached materials, including longhand notes containing a refer- 
ence to Wenzell. 

(The original will be found in the files of the subcommittee. ) 

Item 14. Longhand notes by James F. Grahl containing references 
to Wenzell. 

(The original will be found in the files of the subcommittee. ) 

Item 15. Longhand notes by James F. Grahl containing references 
to Wenzell. 

(The original will be found in the files of the subcommittee. ) 

Item 16. Longhand notes by E. J. Donnelly containing references 
to Wenzell. 

(The original will be found in the files of the subeommittee. ) 

Item 17. Memorandum dated March 10, 1954, to the files from 
James L. Grahl referring to meetings in which Wenzell participated. 
(The original will be found in the files of the subcommittee. ) 
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Item 18. Memorandum dated March 12, 1954, to the files from 
James L. Grahl referring to meetings in which Wenzell participated. 

(The original will be found in the files of the subcommittee. ) 

Item 19. Memorandum dated March 19, 1954, to the files from 
James L. Grahl referring to meetings in which Wenzell participated. 

(The original will be found in the files of the subcommittee. ) 

Item 20. Copies of five vouchers covering all payments to Wenzell 
for reimbursement of travel expenses. The original vouchers have 
been submitted to the General Accounting Office in the normal course 
of business. The vouchers covered payment of claims for the follow- 
ing dates in the amounts indicated: 


| 

















| Coverage 
Voucher Dates ee 
Transporta- Per diem 
tion (plus taxis) 

1. INO: TE coccccncvet SEO OO IM. c<c.s-4 ss ae ae ai $14. 40 $33. 60 
2. No. T-53-391-.............]| May 26-29, June 2-3, June 9-12, 1953_..._...... 54. 80 82. 50 
Sy FO cn tcniiancces June 16-19, June 23-24, June 30-July 2, 1953__ "| 82. 20 82. 50 
BTR I nice ccccccda Aug. 11-14, Aug. 26, Sept. 2, Sept. 21, 1953____-. 109. 39 61.00 
GS, NNO: GOPHER. Kn ccccdccccus 1 oe eS | a ee 79. 10 None 


(The original will be found in the files of the subcommittee. ) 

Item 21. Long-distance telephone call tickets indicating long-dis- 
tance calls made to Wenzell from the Bureau of the Budget. 

(The original will be found in the files of the subcommittee.) 

Item 22. Excerpts from Mr. Donnelly’s weekly activity reports 
containing references to Wenzell. 

(The original will be found in the files of the subcommittee. ) 

Item 23. Excerpts from Mr. Pilcher’s weekly activity reports con- 
taining references to Wenzell. 

(The original will be found in the files of the subcommittee.) 

Item 24. Excerpts:from Mr. Dodge’s secretary’s daily appointment 
sheets. 

(The original will be found in the files of the subcommittee. ) 

Item 25. “Excerpts from Mr. Dodge’s daily longhand notes. 

(The original will be found in the files of the subcommittee. ) 

Item 26. Excerpts from Mr. Hughes’ daily calendars. 

(The original will be found in the files of the subcommittee. ) 

Item 27. Excerpts from Mr. Belcher’s secretary’s appointment 
schedules and memo sheets. 

(The original will be found in the files of the subcommittee. ) 

Item 28. Excerpts from Mr. McCandless’ daily appointment sheets. 

(The original will be found in the files of the subcommittee.) 

a 29. Excerpts from Mr. McCandless’ secretary’s daily appoint- 
ment sheets. 

(The original will be found in the files of the subcommittee. ) 

Item 30. Excerpts from Mr. McCandless’ acting secretary’s daily 
appointment sheets and memo sheets. 

(The original will be found in the files of the subcommittee.) 
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